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PREFACE 

The  following  pages  present  background  material  on  the  Urban  Policy 
Roundtable    in  Boston  in  June,  1988.  The  booklet  reviews  where  we  are  in 
a  number  of  areas  of  urban  policy,  the  major  issues  and  questions,  and  a 
sample  of  alternative  proposals.  Each  chapter  provides  a  brief 
introduction  to  the  questions  that  may  be  considered  at  each  session  of 
the  Roundtable  conference.  The  booklet  is  intended  to  provide  an 
introduction  to  the  discussion  at  the  Roundtable. 

The  "Briefing  Book"  is  a  collaborative  effort,  marshalled  by 
Lawrence  Kennedy,  based  on  the  research,  writing,  or  editing  of  the 
following:  Milton  Abelson,  John  Avault,  Bizhan  Azad,  Mary  Bourguignon, 
Francoise  Carre,  Ivy  Dilworth,  Andrew  Foley,  Rolf  Goetze,  Richard 
Henderson,  Gail  Jackson,  Mark  Johnson.  Francois  Konga,  Margaret  O'Brien. 
and  the  Boston  Society  of  Architects. 
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Introduction:   Cities   in   the   World   Economy 


The  good  health  of  the  nation's  cities  is  intimately  related  to  the  need  for  a 
more  thriving  national  economy  and  leadership  for  an  expanding  world  economy,  and 
growth  in  international  trade.    Though  a  national  economy  that  is  growing  and 
robust  is  basic,  more  is  required.    In  their  diversity,  the  Nation's  cities  have 
special  national  needs.    These  include  recovery  of  competitiveness  and 
revitalization  of  industry  and  agriculture,  and  attention  to  enhancing  the  role  of 
the  services  cities.  Addressing  the  concerns  for  housing,  poverty  and  health, 
education  and  job  training,  infrastructure  and  transportation,  urban  development 
financing  and  urban  design  vision,  minority  business  opportunity,  and  community 
participation  is  also  critical  to  the  well-being  of  the  Nation's  cities. 

For  almost  a  quarter  century,  from  1950  to  1973,  following  the  return  to  a 
peacetime  footing  after  WWII,  the  United  States  and  the  World  economy  experienced 
extraordinary  growth  and  broad  improvement  in  real  income  and  living  standards  and 
a  flowering  of  international  trade,  with  the  reconstruction  of  western  Europe  under 
the  Marshall  Plan,  the  adoption  of  the  Bretton  Woods  charter  for  the  world's 
monetary  system,  the  liberalization  of  international  trade  under  the  General 
Agreement  on  Tariffs  and  Trade,  the  creation  of  the  European  Common  Market,  and 
pursuit  of  policies  consonant  with  the  commitment  under  the  Full  Employment  Act  of 
1946. 


In   this   post- 1950   quarter  century,   economic   growth   and   the   Great  Society 
programs   brought   notable   advances   in   living   standards   and   reduction   in   income 
disparities.      A   goal  of  26   million   now   homes,   including  6   million  affordable,   was 
successfully  launched. 

In   the   period  since,   (1973-1987),   there   has   been  a  slowdown   in  economic   grown 
in   the  national  and   world  economies,   and  stagnation  in  international   trade,   at   a 
time  of  growing   interdependence.      Our  nation's   growth  rate   is   one-third   less.      And 
our  cities   have   suffered  as   our  national   economy  became   less   competitive.      Our 
industrial   and   agricultural   centers   have   lagged,   income   disparities   have   widened, 
housing   costs   have   soared,   and  other  features   of  urban   life   have   worsened. 

Looking   to   the   year  2000,   the   challenge   is   to   revive   an   expanding   national  and 
world   economy   with   more   adequate   rates   of  growth   and   advances   in   living   standards. 

In  this   setting,   our  cities'   experience   has   been   one   of  diversity,   confluence 
and   interdependence.      The   national   trend   had   been   one   of  pervasive   growth   of 
services   activity,   and,   while   the   services   oriented   cities   are   doing   relatively 
well,   national   policy   must  focus  on   the   potential   for  our   manufacturing, 
agricultural   and   mining   activities,   for   a   healthy   nation   of  cities   in   this   era  of 
growing   interdependence. 

Issues   to   be   addressed  include: 

*  Can   the   U.S.    provide   the   world   leadership    to    marshall   concerted   action   to 
revive   growth   in   the   world   economy   and   international    trade. 

*  Can   national   leadership    forge    the   partnership   of  government,    business, 
and   labor   to   establish   goals   for   the   revival   of   industry   and   agriculture, 
and   competitiveness,    thereby   creating    the    base    for   revitalization   of   the 
rust-belt,   food   belt,    and   oil   belt  cities,    and   the    living   standards   of 
workers   and   households. 

*  Can   national   policy   be   attuned   to    the   needs   and   potential   of   the   economic 
good    health   of   the   nation's   cities,    in    their   diversity. 

*  Can   we   generate   the   flow   of  jobs   and    income   to   advance    living   standards, 
reduce   disparities,   and    broaden   opportunity. 


*  Can   we   revive   the   tradition   of  a   more   open   immigration   policy   in   this   era 

of  labor   shortage,   and   can   we   adapt   well   to   the   expectation   that   most   of 
the   growth   in   labor   force   will   comprise   minorities,   immigrants   and   women. 

United  States   and   the   World   Economy 

The  environment  required  for  the  growth  and  development  of  the  U.S.  and  the 
nation's  cities  is  a  stable  and  expanding  world  economy.    Growth  in  international 
trade  in  goods  and  services,  reasonably  stable  exchange  rates,  the  flow  of 
investment  and  credits,  and  their  repayment,  breed  confidence,  encourage 
entrepreneurship  and  raise  standards  of  living.    Uncertainty  about  the  future 
breeds  caution,  causes  the  wheels  of  commerce  to  slow  down  and  impinges  on 
development  and  incomes  at  all  levels.1 

Since  the  end  of  World  War  II  the  world  economy  has  become  increasingly 
integrated  and  interdependent.    This  trend  has  been  reflected  in  the  volume  and 
complexity  of  international  trade,  communications  and  transactions  both  between  and 
among  the  more  developed  nations  and  the  less  developed  nations,  and  has  been 
evident  in  the  rising  importance  of  foreign  trade  in  the  gross  national  product  of 
many  countries,  particularly  the  United  States  and  Japan  since  the  early  1960's. 
The  interdependence  is  reflected  in  the  importance  of  world  exports  to  world 
production  which  increased  from  12  percent  in  1962  to  22  percent  in  1984. 

Today  the  lessons  of  the  early  1930's,  when  countries  attempted  self- 
sufficiency  as  a  method  of  national  survival,  are  strong  deterrents  to  philosophies 
and  political  programs  of  economic  withdrawal  and  isolation.    Instead,  the  current 
degree  of  economic  integration  calls  for  further  cooperation  among  countries  in  a 


xThe  information  and  analysis  in  the  first  part  of  this  chapter  are  drawn 
largely  from  a  survey  report  compiled  and  written  by  L.  Francois  Konga,  Boston 
Redevelopment  Authority,  and  entitled  Boston  within  a  World  Economy,  (draft,  April 
1988). 


wide   range   of  national  and   international   policies   designed   to   maintain  and   raise 
standards  of  living   throughout  the   world.      The   potential   benefits   are   of  the   utmost 
importance   to  all  countries,   their  regions   and  their  cities.      An  assessment  of  the 
course  of  economic   development  in  the   world  and  in   the   United  States   of  America  is 
therefore  an  appropriate  background  for  appraising   their  impact  on   the   nation's 
cities. 

The   near  collapse  of  financial   markets   throughout  the   world   in  October    1987 
has   sharpened   widely-held  concerns   that  serious   imbalances   existed   in   the   economies 
of  most  countries,   both   the   affluent  and   the   poor.      At  home,   the   federal   deficit, 
the   negative   balance  of  trade   and   uncollectible   Third   World  debt,   were   all   at 
unprecedented   levels   during    1987.      In  a  relatively  short  span,   in  recent  years,   the 
United  States   changed   from   the  world's   largest  creditor   to   its   largest  debtor. 
Productive   activity   in   the   world   has   slowed   down   and  solutions   are   being   sought   to 
rectify  major  international   problems   and   to   improve   United  States   and   World 
conditions.      Sound  solutions   are   important  for   the   social  and   economic   health   of 
cities. 

There   has   been  a  slowdown   in   the   growth  of  the   world   economy.      Post 
World  War  ITs   economic  development  can   be   divided   into   two   major   periods. 
An   expansionary   phase   occurred   from  soon   after   the  end  of  the   second   war   to    1973; 
the   declining   phase   goes   from    1974   to   the   present.      An   increased    rate   of   world 
economic   growth   is   crucial   to   the   health   of   both   the   U.S.   and   World   economies.      The 
slow   rate   of  economic   growth   must   be   reversed   if   there   is    to    be   a   solution    to    the 
problems   that   beset   the   world   economy   today,   such   as   the   U.S.    budget  and   trade 
deficits,    high   unemployment   in   Europe,   and   Third   World   poverty   and   debt. 

For   the   U.S.,    world   economy   growth    is    important   for   several   reasons. 
Approximately   one-eighth   of  all   U.S.    manufacturing   jobs   depend   on   exports   and   40 


percent  of  U.S.   farm  production   is   sold  abroad   *.      To   reduce   the   trade   deficit,   the 
U.S.  has  to  export  more  than  it  has  done  so  far.    For  this  to  be  done,  the  rest  of 
the  world  economy  upon  whose  markets  the  U.S.  depends  for  its  exports  must  grow. 

Europe's  slow  economic  growth  as  reflected  by  high  levels  of  unemployment  is  a 
serious  problem  for  the  world  economy. 

High  levels  of  unemployment3  call  for  the  stimulation  of  European  economies. 
Europe  is  an  important  commercial  partner  for  the  U.S.    Its  population  is  about  322 
million,  larger  than  that  of  the  United  States',  and  could  be  an  increasingly 
important  source  of  demand  for  U.S.  products.    Currently,  U.S.  exports  28  percent 
of  its  products  to  Western  Europe.4 


UNEMPLOYMENT  RATES  (in  percent)5 
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2Clayton  Yeutter,  "A  Forward- Looking  United  States  Trade  Policy,"  SAIS  Review 
1 6  (Winter-Spring  1986),  1. 

3As  reported  by  the  Organization  of  Economic  Cooperation  and  Development  and 
cited  in  Newsweek.  October  19,  1987. 

4United  States  Trade  Performance  in  1985  and  Outlook.  (Washington,  D.C.:    U.S. 
Department  of  Commerce,  International  Trade  Administration,  1986). 

Organization  for  Economic  Cooperation  and  Development,  cited  by  Newsweek. 
(October  19,  1987,  66. 


But  the   percentage   could   have   been   larger   had   European   countries   decided   to 
stimulate   their   economies.      The   U.S.   should   also   be   concerned   about  slow   economic 
growth  in  developing  countries.      U.S.   exports   more   to  developing   countries  (36%) 
than   to   Western  Europe  combined  (28%).      Therefore,   the  U.S.   has   a  high  stake   in  the 
economic  growth  of  developing  countries. 

There  are  other  compelling  reasons  why  the  economic  growth  of  less  developing 
countries   is   important.      Their  growth   is   the   prerequisite   for  their  debt   repayment. 
Finally,   their   growth   would   help   stimulate   the   world   economy.    In   the    1950's   and 
1960's,    the   global   economy   grew   by   about   5    percent  a   year.      The   last   phase   of   high 
growth   was   from    1960   to    1973,   and   the   growth   of  the   global   economy   during   this 
period   was   4.7   percent.   Chart  One,   on   the   following   page,   demonstrates   the   growth 
of  the   global   economy. 


Chart  One3 
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Organization  for  Economic  Cooperation  and  Development  reporting  on  OECD 
countries,  the  Western  Hemisphere  and  Japan  on  growth  in  the  real  gross  domestic 
product,  actual  1960-1987,  and  anticipated,  1988  and  1989,  cited  in  The  New  York 
Times.  December  27,  1987. 


Several   factors   had   contributed   to   the   expansion  of  world   economic   growth. 
Firstly,   the   U.S.   commitment  to   free   trade   and   the   liberalization   of   trade   among 
industrialized  countries   through  successive   rounds  of  trade  negotiations   under  the 
auspices  of  the   General   Agreement  on  Tariffs  and  Trade  (GATT)   expanded   world 
exports   to  an   unprecedented   level.      The   volume  of  world  exports   grew  at  an   average: 
annual  rate  of  8.5   percent.      Chart  Two  demonstrates  this  growth. 
Chart  Two7 

Growth  of  World  Trade  and  Output 
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7Sources,  IMF,  Directory  of  Trade  Statistics  Yearbook  (1984)  and  IMF, 
International  Financial  Statistics,  (1984)  as  cited  by  Thomas  K.  McGraw,  America 
Versus  Japan  (Cambridge:  Harvard  Business  School),  59. 
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Secondly,    the   incorporation   of   relatively   idle   factors   of  production   into   the 
economic   process   was   facilitated   by  an   expansion  of  global   demand   predicated  on   the 
resumption  of  military  expenditure  on   rearmament  as   a  result  of  the  start  of  the 
Cold   War  as   from    1948;   the   point  IV  programme   to  support  the   development  of  the 
less  developed  countries;   the   Marshall  Plan  for  the   reconstruction   of  European 
countries   devastated  by  the   war;   the  creation  of  the   European  Common   Market,   the 
introduction  of  a  set  of  income   redistribution   policies   of  the  Welfare   State   in   the 
European   countries,   and   the   generalization  of  the   U.S.   life-style   and   consumption 
patterns,   in   the   European  countries   and   Japan  at   first,   and   later   among   the 
privileged   sectors   in   the   rest   of  the   world.      Thirdly,   a   major   factor   underlying 
the   post-war   expansion   was   cheap-oil,   an   important   source   of  energy,   and   this 
importance   is   reflected  in  several   ways.      Oil   facilitated   the   replacement  of 
manpower  for  capital   equipment.      Because   of  its   cheapness   and   its   versatility,   oil 
boosted   growth   of   those   sector  of  the   economies,   such   as   the   motor   vehicle 
industry,   and   the   metal   working   and   electronics   industries   producing   durable 
consumer   goods. 

In   the    1960*s,    there   was   more   willingness   to   push   for   higher   productive 
capacity   than   there   is   today.      Inflation   was   not  a   paramount  concern.      The   general 
attitude   was   that   inflation   could   be   limited   or   that   inflation   increases   could   be 
tolerated. 

In  the  phase  of  growth  of  the  world  economy,  ambitious  notions  for  raising 
living  standards  and  reducing  poverty  were  spawned.  In  1976,  the  United  Nations 
published   a  study   (begun   years   earlier)   entitled   The   Future   of   the    World    Economy. 


which   found   that,   based  on  known   resources   and   technology,   world   poverty   could   be 
reduced   by   50   percent,   by  the   year  2000,   and  eliminated,   by   the   year   2050.8 

It  is  generally  accepted  that  1973  is  the  beginning  of  the  declining  phase. 
The  reasons  for  the  slow-down  in  growth  in  the  world  economy  flow  from  a  complex 
of  factors  including  a  declining  U.S.  leadership  role  in  the  world  economy,  failure 
of  the  leading  countries  to  attune  national  policies  to  international  needs,  and 
mal-directed  economic  policies  at  home. 

Slowdown  in  growth  led  countries  and  regions  to  fend  for  themselves. 
Following  World  War  II,  the  creation  of  the  European  Economic  Community  was 
an  important  factor  in  the  expansion  of  world  trade.   Since  the  mid-1970's,  the 
situation  has  changed:  The  Europeans  have  attempted  to  protect  their  traditional 
industries  against  imports  from  Japan  and  the  newly  industrialized  countries  of 
Asia. 

In  1973,  the  Organization  of  Petroleum  Exporting  Countries  (OPEC)  raised  the 
price  of  oil  fourfold  in  one  year,  sopping  up  the  foreign  exchange  balances  of  most 
countries  and  plunging  the  world  into  recession.    The  western  world  responded  by 
stimulating  their  economies  through  reduced  interest  rates,  increased  government 
spending  and  lending  to  Third  World  countries.    But,  in  this  process,  an  upsurge  in 
demand  brought  inflation.    Trade  restrictions  hampered  Third  World  countries  in 
servicing  their  growing  debt  and  industrialized  countries  curtailed  their 
willingness  to  lend. 

President  Nixon's  decision,  in  1971,  to  end  the  convertibility  of  the  dollar 
to  gold,  replacing  the  Bretton  Woods  system  with  one  of  flexible  exchange  rates, 


8Anne  P.  Carter,  Wassily  Leontief,  and  Peter  Petri,  The  Future  of  the  World 
Economy:  A  Study  of  the  Impact  of  Prospective  Economic  Issues  and  Policies  on  the 
International  Development  Strategy  .  Preliminary  Report  (Department  of  Economic 
and  Social  Affairs,  United  Nations,  1976). 
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was   meant   to   relieve   domestic   economic   management   from   international   constraints. 
The   hope   failed   to   materialize.      National   economies   are   now   linked   together   in   such 
a  way   that  flows  of  capital  and  assets   tend   to   make  domestic   policy  subordinate. 
Macroeconomic   policies  of  one  country  affect  the  economies   of  other  countries. 
Therefore,  solutions  for  international  finance   in  a  world  economy   must  be   solved   in 
global  fashion,   through  macro-economic   cooperation.      No  country,   however  big,   such 
as   the   U.S.,   can  solve   financial  problems   alone.      But  international  cooperation   has 
been   undermined   by   the   primacy   of  a  country's   domestic   agenda  over   international 
cooperation. 

Following   the    1981-82   recession,   the  U.S.   decided   to   pursue   an   expansionary 
fiscal   policy   by  enlarging   the   budget  deficit  and   by   increasing   domestic   demand   in 
the   U.S.   economy   by   cutting   taxes,   whereas   Europe   and   Japan   followed   contractionary 
fiscal   policies.      The   U.S.   recovered   from    1981-1982   recession,   while   Europe 
stagnated.      Between    1982   and    1985,    real   G.N.P.    in   Western   Europe   grew   at   an   average 
annual   rate  of  about  2.2   percent,   one-half  the   growth   rate   experienced   in   the 
United  States,   Canada,   or  Japan.      U.S.   domestic  demand   outstripped   its   production 
and   was   partially   met  by  imports   from   Europe,   Japan   and   the   rest  of  the   world. 
Conflicting   international   macroeconomic   policies   contributed   to   the   greater 
increase   of   the   U.S.    foreign   trade   deficit.      Between    1981    and    1984   imports   captured 
42   percent   of   the   growth   in   domestic   demand.      The   OECD   (Organization   of   Economic 
Cooperation   and   Development)   estimated    that   one- third   of   the   growth    in    Europe   can 
be   traced   to   the   American   recovery   and   the   high   value   of   the   dollar.      In    1985,    one- 
fourth   of   the   European   communities   growth    was   attributed   to   the   exports    to    the 
United   States.      Also,   Japan,    Asia   and   other   less   developed   countries   owed   their 
growth   to    the    U.S.    recovery.9 


9Lester  Thurow,  Zero  Sum  Solution    (New  York:  Simon  and  Schuster,  1986),  333. 
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While    the   U.S.    recovery   was   beneficial   to   U.S.   consumers   and   the   world 
economy,   it  also   had  some   drawbacks.      The   U.S.   fiscal  stimulus   during   the   recovery, 
given   the   low  level  of  U.S.   net  savings,   was   made   possible   by   the  inflows   of 
foreign  capital.      This   inflow  of  money  to   the   U.S.   economy   was   achieved   with   U.S. 
interest  rates   higher  than   those  of  its   competitors.      The   attractiveness   of  U.S. 
assets  shot  up   the   value   of  the  dollar,   which   hurt  U.S.   exports.      In   addition,   the 
inflows   of  capital   to   the  U.S.   reduced   investment  capital   for   the   rest  of  the 
world,   which   slowed   down   the   growth   of   the   world   economy. 

The   macroeconomic   policy   of   the   Reagan   administration   led   to   the   overvaluation! 
of  the   dollar  which  caused   the   loss   of  competitiveness   of  the   American   products   in 
world   markets.      By    1985,   the   American   trade   deficit   was   $150   billion,    of   which   $50 
billion   was   with   Japan   alone. 

In    1986,   the   U.S.   budget   deficit   reached   a   record   of   $221    billion,    raising    the 
national   debt   to   $2   trillion.      The   national   debt   increased   during   the   Reagan 
administration   to   twice   what   it   had   been   in    1981    when   Reagan   took   office.      Several 
policies   contributed   to   the   vast   increase   in   the   public   debt   during   Reagan   years. 
The   theory   that   supply-side   tax   cuts   would   generate   such   an   upsurge   of  economic 
growth   and   rise   in   tax   revenues   would   provide   for   the   expansion   in   both   military 
and  social   expenditures   largely   failed.      In   addition,   the   belief  that  curtailing 
the   growth   of  federal   revenues    would   force   a  curtailment   of  non- military   government 
spending   was   also   invalidated. 

The   U.S.    House   of  Representatives,    dominated   by   the    Democrats,    resisted   any 
further   slashing   of  social   entitlement   programs.      Moreover,    the    Reagan 
administration   pressed    for   the    military    build-up    as   a   result   of   its    perception    of 
U.S.    military   weakness    vis-a-vis    the   Soviet   Union   (closing    the   window   of 
vulnerability).      Finally,    there   was    the   shortfall   of   revenues    resulting    from   the 
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unexpected   and  steep   recession   of   1981-82,   and   from   the   resulting   slow   economic 
growth,    with   real   gross   domestic   product   increasing   only   2.4   percent   per   annum 
during   the   first  six  years   of  the   Reagan  administration. 

In   the    1980's   the   U.S.   borrowed   two   percent  of  its   GNP   from   overseas. 
In   1984,   the  U.S.   actually   financed   the   equivalent  of  over  half  of  its   budget 
deficit  from  foreign  capital  flows. 

In  the   last   15   years   the   U.S.   lost  much  of  the   technological   edge   that  it 
enjoyed   earlier.      Technology   moved   fluidly  across   the   globe.      Western   Europe   and 
particularly   Japan   developed   new   and   challenging   technologies.      Third   World   nations 
purchased   more   technologies   than   before.      Students   from   less   developed   countries 
concentrated   in  science   and   engineering. 

Prior  to   the    1970's,   foreign   trade   was   important,   but   not  critical   to   the   U.S. 
economy.      The   U.S.   was   rich   in   natural   resources,   endowed   with   the   world's   largest 
economy   and   was   relatively   self-sufficient   from   the   rest   of  the   world.      But,   as   a 
result  of  the   expansion   of  the   world   economy,   and   foreign   competition   based   on   low 
wages   and   new   technology,   the   U.S.   position  of  dominance   in   world   trade   has   been 
reduced.      By   the    1970*s   America's   manufactured   goods   share   in   world   trade   had 
declined   by  one-fourth,   and,   by    1987,   by  one-half. 

Hardly  does   one   read   articles   by   businessmen   and  economists   about   the   U.S. 
economic   decline    without   a   mention   of   U.S.    low   productivity   growth    vis-a-vis    its 
major   commercial   competitors.      Productivity   is    important   for   the    U.S.    economy   for 
several   reasons.      Productivity   growth   helps   introduce    new   products   on    the    markets, 
thus   giving   America  an   industrial    technological   edge   over   its    rivals.      In   addition, 
(increasing    productivity   in    the   manufacturing    industries    is    vital    inasmuch   as    the 
ulk   of   exports    in   international   trade   is   made   up   of   manufactured   goods.      For 
jxample,    in    1938,    manufactured   exports   were   46   percent   of   total   exports    in 
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international  trade,  by  1948  the  exports  of  manufactured  goods  rose  to  54  percent, 
finally  at  the  time  of  the  oil  crisis  of  1973,  manufactured  goods  accounted  for  61 
percent  of  international   trade. 

American  manufacturing   productivity  growth,   as   indicated  by  the   data  was    1.2 
percent  per  year  during   the   period   1977   to    1983.      The   U.S.   productivity   rate   was 
one-half  of  Germany's  growth  rate  (2.5%),   one-third  of  France's  rate  (3.5%)  and 
less   than  one- third  of  the  Japanese   growth   rate  (3.9%). 

To   appreciate   the  slow   growth   of  U.S.   productivity   one   must   look  at   the 
different  areas   that   usually  contribute   to   the   overall   productivity   of  the   economy: 
education,   research   and  development,   savings   rates,   capital   investment  and 
management. 

Investment  in   research  and  development   is   also   considered   important   to 
productivity   growth.      Generally,   the   U.S.    low   productivity   growth   is   attributed   to 
low  expenditure   on  research  and  development. 

MIT   Professor   Lester  C.   Thurow   attributes   the   U.S.   slow   productivity   growth 
to   the   low  level  of  expenditure   in   research   and  development.      America's   spending 
on  civilian   research  and  development  is   about    1.5   percent  of  its   G.N.P.,   while   its 
competitors   are   spending   2   percent.      In   the    1950s   and    1960s,   when   America's 
productivity   was   higher,    it  spent   more   on   civilian   research   and   development   than 
its   competitors.10 

The  U.S.  spends  more  on  military- related  research  than  its  competitors,  taking 
away  the  ablest  of  the  country's  scientists  and  engineers  from  the  design  and 
production  of  goods  and  services  for  the  world  market.    By  one  estimate  the  U.S. 


10Thurow,  Zero  Sum  Solution.  88. 
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spends   7   percent   of  its   G.N.P.   on   defense   while   its   rivals,   especially   Japan 
allocates   a   far   smaller   proportion.11 

The  recent  US-USSR  arms  reduction  agreement  might  help  to  direct  more  research  to 
the  civilian  sector,  which   will  help  the  U.S.  to  produce  goods  for  the  world 
market,  and  thus  reduce  the  trade  deficit. 

The  U.S.  decline  in  productivity  is  also  attributed  to  the  low  level  of 
investment  in  plant  and  equipment.    Consider  some  figures.    In  1984,  American  fixed 
investment  was  16  percent  of  G.N.P.,  whereas  the  Germans  invested  20  percent  and 
the  Japanese  28  percent. 

It  is  generally  acknowledged  that  the  American  educational  system  has  been 
declining,  putting  the  U.S.  at  a  disadvantage  vis-a-vis  its  competitors.    Science 
and  mathematics  education  particularly  affect  U.S.  productivity,  because  U.S. 
workers  increasingly  lack  the  skills  necessary  to  produce  as  efficiently  as  their 
counterparts  in  other  countries.    In  American  cities,  8  percent  of  those  entering 
the  workforce  are  tested  as  functionally  illiterate.    The  test  scores  of  both  those 
leaving  high  school  and  going  on  to  college  and  graduate  school  have  fallen  10 
percent  in  the  past  15  years.    Finally,  in  recent  tests  in  eight  different 
countries  of  sixth  graders'  knowledge  of  sciences  and  geography,  Swedish  children 
ranked  first  in  both  areas  while  Americans  placed  sixth  and  fourth  respectively. 
According  to  some  economists,  it  appears  that  the  average  American  17  year 
Did  knows  half  as  much  as  the  average  Japanese  17  year  old.12     Japan  produces 
:wice  as  many  engineers  per  capita  as  the  U.S.,  and  the  number  of  engineers  on  the 
oayroll  of  the  average  Japanese  company  is  twice  that  in  the  U.S.,  which  may 
pxplain  why  Japanese  products  seem  a  little  better  engineered. 


nThe  Atlantic.  August  1987. 

12  The  Economist.    November  9,  1985. 
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Black   Monday,   October    19,    1987,   highlighted   the   pursuit   of  paper   profits   in 
financial  markets,   and   the  relative  neglect  of  technology  and  management  in 
production. 
The   Nation's   Large   Cities;   Diversity,   Confluence,   Interdependence* 

The  past  and  future  economic  structures  of  35  large  cities  and  their 
metropolitan  areas  examined  in  the  report  are  here  summarized.    First,  an 
historical  analysis  for  the  period  1969  to  1984  documents  the  decline  of 
manufacturing  activities  and  the  growth  of  service  production.    This  analysis  also 
documents  the  emergence  of  new  industrial  centers  and  the  decline  of  old  ones.    It 
assesses  the  employment  trends  which  underlie  the  differential  economic  performance 
of  metropolitan  areas  primarily  in  terms  of  unemployment  rates.13    This  section  is 
followed  by  an  analysis  of  employment  projections  from  1983  to  the  year  2000  which 
identifies  metropolitan  areas  and  sectors  with  potentially  high  employment  growth 
rates,  and  changes  in  economic  structure  over  the  period.14 

The  diverse  economies  of  the  nation's  thirty- five  largest  cities  have 
experienced  growth,  confluence  and  interdependence  over  the  past  fifteen  years  as 
seen  by  an  examination  of  employment  patterns  in  the  period  1969  to  1984. 


13  The  analysis  for  the  1969-84  period  is  drawn  from  "The  Economies  of  Boston  and 
34  Other  Large  Cities:  Comparative  Analysis,"  Francoise  J.  Carre  and  Jeff  Brown,  BRA 
Policy  Development  and  Research,  November  1987.    Data  are  from  the  U.S.  Department  of 
Commerce,  Bureau  of  Economic  Analysis,  Regional  Economic  Information  System  database. 

14  The  analysis  for  the  1983-2000  period  is  based  on  "The  Economies  of 
Boston  and  34  Large  Cities  in  the  Year  2000,"  Francoise  J.  Carre,  BRA  Policy 
Development  and  Research,  April  1988.    The  data  source  is  the  U.S.  Bureau  of 
Economic  Analysis  OBERS  projections. 

*  The  information  and  analysis  in  the  second  part  of  this  chapter  are  taken 
from  a  survey  report  complied  and  written  by  Francoise  Carre',  Boston 
Redevelopment  Authority,  and  entitled  The  Economies  of  the  Nation's  Large  Cities: 
Diversity.  Confluence.  Interdependence.  1969-1984-2000.  June  1988 
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Projections   for   their   metropolitan   areas   to   the   year   2000   indicate   retention   of 
diversity,   as   well  as  a  trend   toward  confluence. 

The  shifts  that  have  occurred  in  the   metropolitan  economies  of  large  cities 
reflect  trends   in  the  nation's  economy,   most  noticeably,   the  movement  away  from 
Manufacturing  and  towards  service-producing  activities  defined  as   the   Finance, 
Services  and  Transportation  sectors.      Large  urban  centers  have  functioned 
increasingly   as   centers   for  a  wide   range   of  service-producing   activities   linked   to 
the   presence   of  corporate   headquarters,   financial   centers,   producer   services, 
distributive  services  and  non-profit  and  government  activities. 

Nevertheless,   many  of  the   35   economies   under  study  continue   to   display  a  wide 
array  of  goods-producing  activities.      For  example,   Detroit  and  San  Jose  still 
specialize   in  Manufacturing,   and  Dallas,   Denver,   and  Houston  are   centers   of 
activity   for   natural   resource   mining   and   extraction.      For  some,   goods-producing 
activities  have   remained  the  core  of  their  job   base   with   beneficial   results   in   the 
case   of  San  Jose  and  detrimental  ones   in   the   case   of  Buffalo,   for   instance. 

For   the    1969-1984   period,   economic   performance   is   primarily   assessed   in   terms 
of  employment  growth,  export  roles  and  unemployment  rates.    The  latter  is  affected 
by  past  and  current  employment  growth  as  well  as  by  the  size  and  growth  of  the 
area's  labor  pool,  and  the  nature  of  its  industries.    Those  economies  which  fared 
well  in  the  1980s  were  often  those  with  an  economic  base  covering  a  broad  range  of 
sectors  or  specialized  in  a  few  sectors  experiencing  moderate  but  steady  growth. 
Boston,  San  Francisco  and  Washington, DC  were  mainly  service-producing  areas. 
Atlanta,  Kansas  City,  and  Nashville  were  metro  areas  which  in  1984  were  slightly 
specialized  in  each  of  a  broad  range  of  economic  activities. 

The  areas  with  high  unemployment  rates  in  the  second  half  of  the  1980's  were 
either  areas  which  had  lost  a  significant  share  of  their  main  industrial  base,  like 
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Detroit   and   Cleveland,   or   whose   economic   base   was   shaped   by   the   activity   of  one 
sector   which   happened   to   experience   a  downturn,   such   as,   petroleum   in   New   Orleans, 
and  Houston,   or  as   in  El  Paso,   federal   military  and  civilian  employment. 

Because   of  the   increasing   shift   toward   service-producing   activities   in 
Finance,   Services   and  Transportation,   areas   which  in    1969   displayed   great  relative 
specialization  in  these   activities   (Boston,   New   York,   San  Francisco   and 
Washington,D.C.)   appeared  specialized   to  a  lesser  degree,   by    1984.      This   occurred 
not  because   of  decreased  service   production   in   these   areas   but   because   of   greater 
service   production   in   the   national   economy   and   in  other   urban   areas. 

So-called   rustbelt  areas   experienced   great  changes   during   the   period    1969-84. 
Areas   such   as   Buffalo,   Cincinnati,   Cleveland,   Chicago,    Detroit,   and   Pittsburgh   had 
shed  significant  numbers   of  Manufacturing   jobs   since   the   mid-seventies   and 
experienced   high   unemployment  rates   through   the    1980*s.      Service-producing 
activities   as   a   whole   have   emerged   as   a  slowly   expanding   complementary   source   of 
economic   activity   for   the   economies   of  the   rustbelt.      The   Services   sector   per  se, 
because   of  its   fast  growth   in   the   national   economy   and   its   propensity   to 
concentrate   in   large   urban  centers   has   often   been   perceived   as   a   most   promising 
substitute   for  Manufacturing   and   other  goods-producing   sectors.      In   fact,   rustbelt 
areas   did   experience   employment   growth   in   the   Services   sector   during   the   later 
period    1978-84.      However,   several  of  the   areas   most  severely   affected   by 
Manufacturing   decline,   such   as   Detroit,    Buffalo,    Pittsburgh   and   Cleveland,    were 
among   those   showing    the   lowest   employment   growth    in   Services.    Many   others    were 
below   the   national    trend   of   Services    employment   growth    during    the    1978-84    period. 

For    the    period    1983-2000    the    national   economic    growth    is    projected    to    continue 
but  at  a  lesser  rate  with  the  smaller  increase  in  the  nation's  population  and  labor 
force.    Between  1983  and  1990,  the  average  annual  growth  rate  of  total  U.S.  non- 
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farm   employment   would   be   2.10   percent.      In   the   later   period,    1990-2000,    the   average 
annual   rate   would   be   lower,    reaching    1.22   percent.      This   pattern   of  faster   growth 
in  the   earlier  part  of  the  period  and  slower  growth   in   the   later   part  is   replicated 
in  projections   for  most  areas   in   the   study.      No   metro   area  will   experience   an 
aggregate   employment  decline   over  the   period. 

By   the   year  2000,   the   five   areas   with   the   largest  population   and  employment 
base   will  be   Los   Angeles,   New  York,   Chicago,   Philadelphia  and   Boston.      These   areas 
will   not   have   the   fastest   growing   employment,   however.      In   terms  of  annual 
employment  change,   Phoenix,   San   Jose,   San   Diego,   and   Houston   will   grow   fastest, 
while   Cleveland,   Pittsburgh,   New   York,   Detroit   and   Baltimore   are   projected   to   grow 

slowest. 

■ 

The   metro   areas   with   the   highest  share   of  employment   in   service-producing 
activities   by   the   year  2000   are   projected   to   be:      New   York,   San   Francisco, 
Washington,DC,   Chicago,   New   Orleans,   Denver,   Los   Angeles,   Milwaukee,    Boston   and 
Philadelphia.      Milwaukee   and   Philadelphia   are   old   industrial   centers   which   will 
have   achieved  greater  specialization  as   service   centers.      The   other  eight  areas 
have   historically   been   service   centers;    they   will   maintain   high   employment   shares 
in   service-producing   activities   even   though   employment   growth   in   these   sectors   for 
the   eight  areas   is   projected   to   be   below   the   national   trend. 

Manufacturing   is   the   only   sector   projected   to   experience   employment   declines 
in   a   few   areas.      Particularly   in   the   latter   period    1990-2000,    the   Manufacturing 
decline   is   projected   to   affect   New   York,   Cleveland,    Buffalo,   Chicago,    Pittsburgh, 
Philadelphia   and   Detroit.      In   spite   of   this   decline,    the   economies   of   Detroit   and 
Cleveland    will   have    retained    by   2000   a   high   degree   of  specialization   in 
Manufacturing.      With   the   exception   of   El   Paso,    manufacturing   centers    with   the 
lighest   projected   rates   of   Manufacturing   employment   growth   (San   Jose,    Boston, 
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Minneapolis,   and  Seattle)   will  be  specialized   in   the   Durable   Goods   sector   of 
Manufacturing. 

By  the  year  2000,   a  number  of  rustbelt  areas   will  have  shares  of  employment 
service-producing  industries   which  are   higher   than  for  the   national   economy.      They 
include:      Milwaukee,   Philadelphia,   Pittsburgh  and  Buffalo.      Detroit's   share   of 
service-producing  activities,   however,   is   projected  to   be   barely  above   the   national 
average.      Yet,   the   heavier  weight  of  service-producing   activities   in   rustbelt 
economies   will   be   primarily  due   to   the   increased   weight  of  the   Services   sector 
only,   and   not   to   an   increased   preponderance   of  Finance   and   Transportation 
employment. 

For   most  of  the   new   industrial   centers   (such   as   San   Jose,    El   Paso,    Fort   Worth 
or   Nashville),    the   year  2000   shares   of  employment   in   service- producing   industries 
are   projected   to   be  slightly  above   the   national  average.      Notable   exceptions   are 
San  Jose  and  Fort   Worth   which   rely  on   the   activities   of  their   respective, 
geographically   proximate,   service   specialty  areas:      San   Francisco   and   Dallas. 
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Chapter  One:  Rebuilding  a  Sense  of  Community:  Housing  and  Neighborhoods 


Housing  affordability  and  related  questions  are  a  principal  concern  among  the 
nation's  cities. 

The  New  York  Times  recently  editorialized: 

Anyone  who  thinks  the  shortage  of  affordable  housing  is  bad  now  need  only  look 
forward.    "Homeless"  does  not  simply  describe  thousands  of  low-  and  moderate  income 
families  that  have  no  suitable  place  to  live  today.    Under  existing  law,  thousands 
of  homes  occupied  by  poor  families  will  soon  soar  in  price,  driving  ever  more 
people  into  the  streets. 

That  is  one  legacy  President  Reagan  will  leave  America  of  the  1990's.    Even 
with  street  people  blighting  cities  across  the  country,  his  Administration  has  not 
enacted  a  credible  program  to  build  affordable  housing.    The  Administration  has 
refused  to  revive  housing  subsidy  programs  and  thus  made  a  homelessness  crisis 
inevitable.15 

Robert  Kuttner  summarized  the  recent  housing  prospect  as  follows: 

In  the  1980's  housing  has  become  the  great  divider  of  haves  from  have-nots.    A 
have  is  somebody  who  owns  his  own  house,  and  effortlessly  increases  his  net  worth 
as  the  value  of  housing  inflates.    A  have-not  is  a  tenant  of  moderate  means, 
vulnerable  to  a  shrinking  supply  of  rental  housing,  the  threat  of  condo  conversion, 
and  steadily  escalating  rent  costs. 

Homelessness  is  only  the  most  graphic  emblem  of  a  drastic  shortage  of 
;  affordable  housing,  which  in  turn  reflects  a  national  policy  default.    When 
i  homelessness  became  a  visible  public  issue,  less  than  a  decade  ago,  most  of  the 
homeless  were  either  deinstitutionalized  mental  patients  or  voluntary  vagrants.  But 
lately  an  increasing  fraction  of  people  living  on  the  streets  or  in  shelters  are 
ordinary  Americans  in  full  possession  of  their  mental  faculties  who  have  fallen  out 
of  the  lower  middle  class.16 


15The  New  York  Times.  May  10,  1988,  editorial  page. 

16See  Robert  Kuttner,  "Bad  Housekeeping;  the  Housing  Crisis  and  what  to  do  about 
it,"  in  The  New  Republic.  April  25,  1988,  pp.  22-25. 
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In   most  of  America  the   private   market  cannot   produce   a   house   or   an   apartme 
at  a  price   that  low-income  households  can  afford,  and  the  government  is   with- 
drawing  from   the   business   of  housing   subsidy.      With   income   distribution   worsening 
generally,   the  result  is  a  widening  chasm  between  income  and  housing  costs. 

Anthony  Downs'   recent  report  cites   the  following  statistics.17 

In  1983,  45  percent  of  all  U.S.  households,  or  38.3  million,  were  low- income, 
meaning  with  annual  incomes  of  80  percent  or  less  of  median  household  income 
in  their  metropolitan  areas.    About  27  percent  had  very  low  incomes  at  50 
percent  or  less  of  area  median. 

Housing  affordability  is  thus  far  and  away  the  most  widespread  housing  problem 
in  the  U.S.    In  1983,  nearly  one-quarter,  24.3  percent,  or  about  20.6  million, 
of  all  households  were  spending  over  30  percent  of  their  incomes  on  housing. 
This  includes  34  percent  of  all  low  income  households.    The  vast  majority 
occupy  decent-quality  units. 

Only  8.9  percent  of  the  units  were  physically  inadequate  in  1983.    Since  this 
is  mainly  the  result  of  poor  maintenance  rather  than  structural  deficiencies, 
it  would  not  require  large  investments  to  convert  most  units  to  adequate 
condition. 

Only  3.5  percent  of  all  occupied  housing  units  were  overcrowded,  affecting 
less  than  5  percent  of  very  low  income  households. 

Thus  in  1983,  over  one-fourth  of  all  U.S.  households  (28.3  percent) 
experienced  one  or  more  of  the  above  housing  problems. 

While  the  U.S.  Constitution  safeguards  many  rights,  it  provides  no  explicit 
rights  to  affordable  housing  or  to  remain  a  tenant.    The  1949  Housing  Act  only 
proposed  "a  decent  home  in  a  suitable  living  environment"  as  a  goal.18  Can  and 
should  government  undertake  to  do  more?  And  how? 


17Anthony  Downs,  "A  Strategy  for  Designing  a  National  Housing  Policy  for  the 
Federal  Government  of  the  United  States,"  prepared  for  the  Senate  Subcommittee  on 
Housing  and  Urban  Affairs,  Committee  on  Banking,  Housing,  and  Urban  Affairs,  July 

^Massachusetts  is  unique  in  granting  an  additional  right  to  education  in  its 
state  constitution,  but  regarding  housing,  politicians'  rhetoric  about  affordable 
housing  remains  only  a  goal  or  wish,  not  a  constitutional  right. 
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As   is   well   known,   the   Tax   Reform   Act  of    1986   further   undermined   federal 
support   for   rental   housing   —   by   sharply   increasing   the   tax   on   capital   gains   and 
reducing   depreciation  benefits.   At  the  same   time,   federal  housing   subsidies   have 
been  reduced  from  $30   billion  in    1978   to  $7.8   billion  in    1987. 

Kuttner  summarizes   emerging   housing   trends   resulting   from   recent   tax  changes 

as   follows: 

Homeownership   has   .   .   declined,   for  the   first  time  since   World   War  II.      The 
decline   (only   about  two   percentage   points   for  the   whole   population)   has   been   most 
dramatic   for   young   families.      In    1976,   61    percent   of  people   aged   30-34   owned   their 
own   homes;   by    1987   only   53.2   percent  did.      The   abrupt  slowdown   in   the   normal 
graduation   to   homeownership,    in   turn,    has   intensified   the   squeeze   on   rental 
housing.      Yet   although   the   supply   of   unsubsidized,    privately   owned   rental   housing 
has   virtually  dried   up,   only   about   one   eligible   household   in   four   today   lives   in   a 
subsidized   apartment. 

At   bottom,   the   shortage   of  affordable   housing   reflects   the   simple   fact   that 
poor  people   don't  make   enough   money   to   buy  decent  shelter  at   a  price   that   the 
market  can   economically   provide.19 

In  the  musical-chairs  housing  game  that  used  to  allow  people  to  "filter  up"  to 
better  housing,  the  music  has  stopped.  In  the  stronger  housing  markets,  including 
most  of  the  Northeastern  Megalopolis: 

most  homeowners  could  not  afford  to  buy  their  own  homes  today  if  they  had  to, 

it  now  usually  takes  two  incomes  to  buy  a  home  or  most  condominiums,  and  even 
to  meet  many  of  today's  asking  rents, 

very  little  new  private  rental  housing  is  being  built  —  and  even  less 
assisted  housing  --  due  in  part  to  the  effects  of  recent  federal  tax  reforms, 

existing  private  rental  properties  that  come  on  the  market  tend  to  be 
converted  to  equity  ownership,  experiencing  a  rise  in  value  favored  by  the 
current  federal  tax  structure, 

thus  too  many  tenants  are  competing  for  a  declining  number  of  rental  units, 
and 


homelessness  results,  often  unexpectedly,  when  a  household  loses  its  income, 
or  separation/divorce  causes  a  breadwinner  to  leave. 


19Kuttner,.  "Bad  Housekeeping,"  22. 
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The   problem  could  get   worse.      Not  only  is   the   federal  government  no   longer 
helping   to  produce  more  affordable  units  with  subsidies,   but  many  of  the   2   million 
apartments  currently  made  affordable  by  Federal  rent  supplements   may   lose  this 
assistance  within  the  next  twenty  years.      The  Reagan  Administration  has      proposed 
selling  off  some  of  the  nation's   1.3   million  public  housing  apartments. 

Affordable   housing  and  its  scarcity  is  also  emerging  as  a  factor  limiting   the 
growth   potential   of  the   nation,   by  exacerbating   the   shortage   of  labor   in   thriving 
areas.   As   the   taxpayer  support  for  affordable   housing   diminishes,    new   approaches 
are   being   explored,   including   a   larger   role   for   pension   funds,    inclusionary   zoning 
and  linkage. 

Pension  funds,   providing  capital  at  below  market  rates,   sparked  production   of 
much  affordable  mutual  housing  in  West  Germany  after  the   major  shortages  caused   by 
both   world   wars.20 

Inclusionary  zoning —  earmarking  a  percentage  of  new  production  to  house 
families  excluded  by  market  prices —  is  working  in  some  jurisdictions,  but  only  a 
small  fraction  of  all  production  is  affected  while  the  existing  stock  of  rentals  is 
being  converted  at  a  much  faster  rate  into  condominiums. 

Linkage,  a  new  concept,  pioneered  by  San  Francisco  and  Boston,    provides  some 
local  resources  to  ease  the  housing  stresses  generated  by  new  commercial 
development  that  creates  more  housing  demand.    Under  linkage,  non- residential 


20The  Neighborhood  Reinvestment  Corporation  is  adapting  the  mutual  housing 
concept  to  the  U.S.    See,  The  Mutual  Housing  Association:    An  American  Demonstratio 


of  a  Proven  European  Concept,  prepared  by  Rolf  Goetze  for  the  Neighborhood 
Reinvestment  Corporation,  Washington  DC,  March  1987,  and  "The  Jeffers  Live  in  a  Hy 
House,"  The  Christian  Science  Monitor.  Victoria  Irwin,  May  13,  1988,  p.  8. 
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developers   either   produce   some   housing   or   make   payments   into   a   housing   trust 
fund.21 

In  Boston,  public-private  partnerships,  combining  state  programs,  city  land, 
and  private  sector  funding,  are  providing  some  affordable  housing.  How  much  of  the 
nation's  needs  can  this  approach  provide? 

Other  housing  planners,  taking  advantage  of  declining  average  household  size 
have  identified  underutilized  space  in  the  existing  stock  as  a  new  potential 
through  shared  living  alternatives  ranging  from  accessory  apartments  and 
homesharing  match-up  services  to  congregate  living  homes  in  which  "families  of 
choice"  come  to  share  together.22 

The  current  housing  crunch  is  producing  a  creative  patchwork  of  public, 
private  and  non-profit  initiatives  that  may  contain  the  seeds  of  the  future  --  and 
the  policy  debate  will  continue:  should  more  public  housing  be  built,  should 
people  be  helped  more  directly,  or  should  the  focus  be  on  entire  communities. 

Observers,  including  the  Urban  Institute,  Congressional  Budget  Office,  and 
Downs  at    Brookings  Institution,  have  suggested  that  federal  tax  inequities  are  a 
contributor  to  the  growing  housing  problem.    Capping  or  modifying  homeowner 
deductions  --  for  example  transforming  them  into  an  across-the-board  tax  credit  for 
all-  have  been  suggested.23 

In  recent  years,  with    the  shortage  of  housing  for  the  middle  class  as  well  as 
the  televisibility  of  the  homeless,  housing  has  risen  to  the  top  of  the  Federal  and 


21In  Boston,  developers  pay  $5  towards  housing  plus  another  $2  into  a  local  jobs 
fund    for  each  square  foot  in  excess  of  the  first  100,000  square  feet  of  major 
developments. 

22See  Shared  Housing:    New  Living  Alternatives,  prepared  by  Rolf  Goetze  for  the 
Neighborhood  Reinvestment  Corporation,  Washington  DC,  December,  1986. 

23See  for  example,  Goetze,  The  Housing  Bubble. 
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local   political  agendas.      Downs   wrote   in    1987,   "If  the   Congress   wishes   to   increase 
housing   aid   to   low-income   households   without   raising   federal   spending,    it   should 
consider  a  partial  reduction  of  homeownership   tax   benefits   —   especially   those   now 
going   to   upper  income  households.      This  could  be  done   while  still  preserving   most 
existing   homeownership   tax  benefits,   and   therefore   without  attacking   the   basically 
sound  policy  of  encouraging  homeownership.''24 

As  long  as  both  federal  homeowner  deductions  and  local  zoning  codes  remain 
sacred,  neither  to  be  touched  nor  tinkered  with,  the    housing  policy  debate  is 
limited  to  the  following    options:  1)  the  traditional  assisted  housing  approach  in 
which  the  government  subsidizes  supply  to  keep  relatively  cheap  housing  available; 
2)  the  new  devices  by  which    the  government  subsidizes  demand  such  as  vouchers  to 
help  the  disadvantaged  "afford"  housing  at  market  prices;  or  3)  through  encouraging 
a  new  type  of  housing,  "forever  housing,"cooperative  and  mutual  housing  maintained 
in  perpetuity  at  below-market  prices. 

Despite  noteworthy  attempts  to  produce  affordable  units  through  local 
public/private  partnerships  and  new  ventures,  the  overall  public  role  has  been 
radically  reduced.  Vouchers  don't  increase  supply. 

In  the  1960s  the  nation  adopted  and  achieved  a  10  year  goal  of  26  million 
dwelling  units,  including  6  million    affordable.Since  that  time  our  horizons  have 
receded  while  at  the  same  time  the  need  has  become  more  critical  in  view  of  housing 
values  and  rentals  and  the  burgeoning  phenomena  of  homelessness. 

Creating  housing  that  is  neither  rental  nor  traditional  ownership,  is  sparking 
interest  but  is  hardly  even  at  the  experimental  stage.  This  alternative  includes 
limited  equity  cooperatives,  mutual  housing  associations  and  community  land  trusts 
—  innovations  from  elsewhere  that  are  still  relatively  unfamiliar  in  the  U.S.  but 


24Downs,  "A  Strategy  for  Designing  a  National  Housing  Policy." 
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have   in   common   that   housing   can   be   controlled   by   shareholder   associations   in 
perpetuity,   exempting   it   from      speculative   market   forces   affecting   both   traditional 
ownership   and   rental   housing. 

These   initiatives   may   be      effective   in   maintaining   affordable   housing,   but 
they   require   establishing   new   entities — cooperatives,   mutual   housing   associations, 
or  organizations   committed   to   helping   their  members   learn   new   roles   of 
responsibility   responsible   for  their  own   housing.25 


25For  more  information  regarding  such  alternatives,  contact  the  Neighborhood 
Reinvestment  Corporation  (Washington  DC),  Cooperative  Serviced,  In.  (Detroit,  MI), 
and  The  Institute  for  Community  Economics,  (Greenfield,  MA).    These  national 
support  organizations  have  developed  considerable  experience  in  implementing  such 
innovative  initiatives. 
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For   consideration   at   the   Roundtable,    the   following   questions   are   posed. 
Can  we   meet  the  nation's   housing   needs? 

Can  we  expand  the  flow  of  new  housing  in  the  measure  of  the   new  demographics  of! 
growth  in  households  and  decline  in  household  size? 

Can  we   induce   the   production  of  affordable   housing,   and   in   the   quantity   required? 

Can   we   attain   meaningful   goals   in   housing   the   homeless? 

Can  public -private   partnerships   accelerate   and   broaden   their  role   in   housing? 

Is   there   potential  in  a  broader  role   for   mutual   housing   and   cooperative   housing? 

Can   we   preserve   rental  housing   stock,   and  safeguard   public   assisted   housing? 

Is   there   a  place   for  a  new   but  different  federal  supportive   role? 
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Chapter  Two:    The  Two- Class  City:  Urban  Poverty, 

Race,  and  Health 


The  increase  in  the  poverty  rate  for  the  United  States  over  the  last  twenty 
years  and  the    growing  inequality  of  income  distribution  has  had  severe 
consequences  for    the  cities  of  this  nation.  Being  poor  in  the  United  States    has 
been  defined  as  having  a  family  income  less  than  a   below  the  "poverty  line."26 
Originally  established  by  the  Federal  Government  in  the  1950s,  the  poverty  line,  is 
computed  as  an  amount  three  times  the  amount  a  family  would  have  to  spend  for  an 
economy  food  plan,  and  represents  a  minimally  adequate  standard  of  living.27    It  is 
adjusted  for  family  size  and  composition  and   computed  annually  with  updates  based 
on  the  Consumer  Price  Index.    The  poverty  line  in  1985  was  set  at  an  income  of 
$10,989  for  a  family  of  four. 

In  1959,    when  poverty  data  using  the  Government's  definition  were  first 
tabulated,  the  poverty  rate,  the  proportion  of  all  persons  living  in  poverty,  was 
22.4  percent.  The  poverty    rate  dropped  through  the  1960s  and  reached  a  low  point 
of  11.1  percent  in  1973. 28    The  number  of  poor  people  dropped  from  a  figure  of  39.5 


26William  H.  McCarthy,  editor,  Perspectives  on  Poverty    Issues  and  Options  in 
Welfare  Reform.  Health  Care  and  Homelessness.  (Washington,  D.C.:  National  League  of 


Cities,  1986),2. 

27U.S.Bureau  of  the  Census,  Poverty  in  the  United  States  1985  (1987),  162. 
28U.S.Bureau  of  the  Census,  Poverty  in  the  United  States  1985.  2. 
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million   in    1959   to   24.1    million   in    1969,    while   during   the   early    1970s   the   number 
fluctuated   between   23   and  26   million. 

The  poverty  rate  dramatically  increased  from  1978  to  1983,  when  the  number  o: 
poor  persons  increased  44  percent  from  24.5  million  to  35.3  million,  that  is  from 
11.4  to  15.2  percent  of  the  national  population.  Although  the  poverty  rate  declined 
to  14  percent  by  1985  there  were  still  33,064,000  persons  living  below  this  minimal 
standard  of  living.  The  poverty  problem  is  particularly  severe  in  the  central 
cities  of  the  nation.  The  growth  in  the  poverty  rate  in  the  cities  was  especially 
marked  in  the  years  1975  to  1982,  as  it  went  from  15  percent  to  19.9  percent  of  the 
central  cities  population.29  In  1985,  19  percent  of  the  population  of  central 
cities  was  in  poverty.30 

The  recent  change  in  the  composition  of  the  poverty  population  is  another 
significant  aspect  of  the  issue.  Between  1970  and  1984  the  poverty  rate  for  persons 
65  years  of  age  and  older  was  nearly  halved,  from  24.5  percent  to  12.4  percent. 
During  the  same  period,  however,  the  poverty  rate  among  children  under  18  years  of 
age  increased  by  nearly  one-half,  from  14.9  percent  to  21.0  percent,  or  to  more 
than  one  child  in  five.31  The  feminization  of  poverty  is  demonstrated  by  the  fact 
that  nearly  half  (48.8  percent)  of  those  living  in  poverty  in  1984  lived  in  female- 
headed  households,  an  increase  from  43.9  percent  in  1970.32 

Black  Americans  suffer  the  consequences  of  poverty  in  higher  proportions  than 
whites.  The  dismantling  of  discriminatory  legislation  and  barriers  to  blacks  and 


29   Alex  Ganz,  "Where  Has  the  Urban  Crisis  Gone?  How  Boston  and  Other  Larj 
Have  Stemmed  Economic  Decline,"    Urban  Affairs  Quarterly  20  (June  1985),  461. 

30U.S.Bureau  of  the  Census,  Poverty  in  the  United  States  1985.  6. 

31McCarthy,  Perspectives  on  Poverty.  2. 

32McCarthy,  Perspectives  on  Poverty.  2-3. 
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the   successes   of   the   Civil   Rights   movement,   beginning   in   the    1940s   and   continuing 
through   the    1970s,   have   not   brought   about   economic   equity   for   black   Americans.   The 
Great  Society  programs   of  the    1960s  attempted   to  end   poverty  in  America  and 
achieved   remarkable   results,   but  did  not  ensure  economic   progress   for  all   black 
people. 

The   average   income   of  blacks   has   increased   with   8.8   percent  of  employed   black 
households   now   earning   more   than   $50,000   yet   the   gap   between   white   and   black 
families   has   been   rising   since   the   mid-1970s.33  The   proportion   of  blacks   who   live 
in  poverty,  is  three  times  that  for  whites  31  percent  versus  11  percent 
respectively.34  Overall  black  median  income  is  57  percent  of  that  of  whites, 
representing  a  decline  of  4  percentage  points  since  the  late  1970s. 

Among  those  in  poverty  are  the  "working  poor."    These  are  people  for  whom  the 
efforts  at  earning  an  income  have  not  proved  sufficient  to  move  above  the  level  of 
poverty.  Regressive  taxing  practices,  the  contemporary  decline  in  union  strength, 
land  the  fact  that  the  minimum  wage  has  not  been  raised  since  1981  contribute  to  the 
working  poor.  Government  figures  indicate  that  about  62  percent  of  the  nation's 
poor  families  gained  at  least  part  of  their  income  in  1985  from  their  own 
earnings.35 

The  problem  of  poverty  is  largely  one  of  an  economy  with  slow  growth  and    an 
increasing  gap  between  the  rich  and  the  poor.  As  Frank  Levy  observes,  "Stagnant 
conomic  growth  begets  greater  income  inequality.  This  is  a  blueprint  for  national 
decline,  and  it  is  the  responsibility  of  the  next  President  to  put  income  equality 


33The  New  York  Times.  February  13,  1988. 

34U.S.Bureau  of  the  Census,  Poverty  in  United  States  1985.  2. 

35U.S.Bureau  of  the  Census,  Poverty  in  the  United  States  1985.  2. 
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back  on   the   national  agenda."   36  Today,   the   richest   twenty   percent  of  our 
population  collects  43.7  percent  of  the  income,  while  the  poorest  twenty  percent 
earn  4.6  percent,  down  from  a  high  point  of  5.6  percent  in  1968.37  In  1983  the 
wealthiest  ten  percent  of  American  families  owned  68  percent  of  the  total  household 
wealth,  and  the  richest  one- half  of  one  percent  owned  27  percent  of  the  total  net 
worth  of  all  American  households  plus  40  percent  of  all  corporate  stock.38 

The  growing  poverty  rate  has  meant  that  urban  Americans  especially  are  faced 
with  poverty- related  issues  of  homelessness,  the  creation  of  an  urban  underclass, 
inadequate  nutrition,  an  increase  of  female-headed  households,  unemployment  and 
poor  education,  the  inability  of  current  welfare  programs  to  serve  adequately 
either  the  needy  or  the  economy,  and  the  lack  of  a  universal  health  insurance 
system.  An  example  of  the  inter-connection  of  these  issues  was  provided  by  a  recent 
Harvard  study  on  hunger  in  America,  which  pointed  out  that  while  progress  was  made 
in  fighting  hunger  from  the  late  1960s  to  the  late  1970s,  the  $7  billion  cut  in  the 
food  stamp  program  and  the  $5  billion  cut  in  school  meals  from  1981  to  1985  made 
many  poor  people  hungry  as  well.39 

Many  of  the  problems  of  poverty  in  the  cities  are  addressed  by  William  Julius 
Wilson,  who  lays  out  a  compelling  argument  for  a  new  approach  to  dealing  with  the 
problems  facing  the  underclass  in  cities  and  American  society.  The  term  underclass 
itself  "suggests  that  changes  have  taken    place  in  ghetto  neighborhoods,  and  the 
groups  left  behind  are  collectively  different  from  those  that  lived  in  these 


36The  New  York  Times.  May  1,  1988. 

37David  Warsh,  The  Boston  Globe.  May  5,  1988. 

^Institute  for  Social  Research,  ISR  Newsletter  (Winter  1986-1987),  3. 

39The  Boston  Globe.  October  26,  1987. 
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neighborhoods   in   earlier   years."40   Wilson   observes   that   we   are   facing   a  new   and 
altered  situation  in  the  cities  and  in  the  realm  of  poverty  in  America.  Much  as 
Michael  Harrington's  The  Other  America   focused  the  attention  of  Americans  on  the 
fact  of  poverty,  Wilson's  account  informs  and  persuades  us  of  a  new  and  critical 
reality. 

The  problems  of  the  underclass  are  largely  those  of  black  Americans,  but 
Wilson  does  not  allow  us  to  believe  that  racism  alone  can  explain  this  fact.  He  is 
all  too  well  aware  of  the  impact  of  historic  discrimination  against  black 
Americans,  but  points  out  that  the  underclass  was  created  and  increased  in  the  very 
years  when  great  steps  were  taken  to  end  discrimination.    Wilson  notes  that  "while 
the  socioeconomic  status  of  the  most  disadvantaged  members  of  the  minority 
population  has  deteriorated  rapidly  since  1970,  that  of  advantaged  members  has 
significantly  improved."41    Neither  does  Wilson  accept  the  conservative  argument  of 
Charles  Murray  (in  Losing  Ground)  and  others  that  Federal  programs  designed  to  help 
the  poor  have  themselves  actually  proved  harmful  to  the  poor. 

Wilson  argues  that  it  is  the  transformation  of  the  urban  economy  which  has 
created  a  new  situation  with  new  problems.  Cities  in  the  North  are  particularly  the 
focus  of  his  argument.  It  is  in  these  cities  that  employment  levels  in 
manufacturing  industries  with  lower-level  education  entry  requirements  have 
declined,  while  at  the  same  time  minority  residents  have  increased  in  number.  These 
minorities  have  been  unable  to  enter  into  high-growth  services  industries  which 
require  higher  levels  of  education.42    The  black  population  has  been  particularly 


40William  Julius  Wilson,  The  Truly  Disadvantaged:  The  Inner  City,  the 
Underclass,  and  Public  Policy  (Chicago:  The  University  of  Chicago  Press,  1987), 

41Wilson,  The  Truly  Disadvantaged.  109-  111. 

42Wilson,  The  Truly  Disadvantaged.  41  and  135. 
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43Wilson,  The  Truly  Disadvantaged.  45-46. 

44Wilson,  The  Truly  Disadvantaged.  120  and  113-118. 

45Wilson,  The  Truly  Disadvantaged.  12-121  and  155. 
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vulnerable  to  the  structural  economic  changes  of  the  last  twenty  years  because  it 
is  disproportionately  employed  in  the  industries  with  the  largest  number  of  plant 
closings. 

As   the   United  States   has   been   transformed  from   an   economy   based  on   goods   tc 
one   based  on  services,   a  significant  number  of  black   males   have   lost  their  ability 
to  maintain  a  job   and  consequently  a  family.  The   resulting   black  joblessness 
presents   problems   so   overwhelming   that  only  "a  major  program   of  economic   reform 
will   be   sufficient   to   prevent   a  significant   proportion   of  the   urban   underclass   from 
being   permanently   locked   out  of  the   mainstream  of  the   American  occupational 
system."43 

Given  these  facts,  what  is  to  be  done?    Wilson  argues  that  the  problems  of  the 
disadvantaged  whites  and  blacks  will  have  to  be  attacked  primarily  through 
universal  programs,  similar  to  Social  Security  and  Medicaid,  so  that  those  more 
advantaged,  whites  as  well  as  blacks,  will  support  the  new  program.  The  hidden 
agenda  in  the  development  of  policy,  as  Wilson  proclaims,  is  that  the  truly 
disadvantaged  will  benefit  disproportionately  in  the  universal  programs  that  he 
espouses.44  The  programs  that  Wilson  suggests  are  based  on  the  notion  of  equality 
of  life  chances  rather  than  simply  the  idea  of  equality  of  individual  opportunity. 

Among  the  most  important  of  such  universal  programs  is  "an  economic  policy  to 
address  the  problems  of  American  economic  organization."45  This  would  involve 
"long- term  growth  to  promote  both  economic  growth  and  sustained  full  employment, 
not  only  in  higher- income  areas  but  in  areas  where  the  poor  are  concentrated  as 
well.  Such  a  program  would  be  designed  to  promote  wage  and  price  stability, 


favorable   employment   conditions,   and   the   development   and   integration   of  manpower 
training   programs   with   educational   programs."      This   combination   of  macroeconomic 
policy,   regional   development,labor- market  strategies   and   manpower   training   programs 
does   not  obviate   the   need  for  welfare   programs  and  he   acknowledges   the   need   for 
reforms  in   this  area  as   well. 

Wilson  also  argues   the  need  for  child  care   and   family  support.   According   to 
several   estimates   a  mere   3,000  out  of  the   nation's  six   million  employers   provide 
any   assistance   in   meeting   the   child-care   needs   of   their   workers.46  The   need   to 
provide  child  care  will  only  grow.  According  to  Marian  Wright  Edelman  of  the 
Children's  Defense  Fund,  by  1995  some  fifteen  million  pre-school  children  will  have 
mothers  working  outside  the  home,  a  fifty  percent  increase  over  the  1986  figure.  47 

Wilson  stipulates  the  need  for  full  employment  in  order  to  achieve  a  universal 
welfare  program.  He  models  some  of  his  ideas  on    the  social  welfare  programs  of 
various  Western  European  democracies  although  he  concedes  that  economic  and  social 
reform  was  achieved  in  Western  Europe  by  conditions  generally  not  seen  in  the  US: 
solidly  organized,  centrally  organized  interest  groups  with  at  least  a  quasi- 
centralized  government  relying  upon  them  for  counsel.  These  countries  have 
integrated  social  and  economic  policy  in  a  way  that  the  United  States  has  not,  and 
Wilson  accordingly  argues  for  the  creation  of  a  national  bargaining  structure  to 
achieve  sufficient  consensus  on  the  program  of  reform.48 

David  T.  Ellwood  of  the  Center  for  Health  and  Human  Resources  Policy  at 
Harvard's  Kennedy  School  of  Government  offers,  in  a  forthcoming  book,  a  series  of 
;uggestions  for  a  program  of  reform  in  the  nation's  welfare  system.  Ellwood  asserts 


46The  New  York  Times.  May  1,  1988. 

47Cited  by  Robert  Kuttner,  The  Boston  Globe.  January  16,  1988. 
48Wilson,  The  Truly  Disadvantaged.  155-156. 
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that   throwing   money   at   the   poor   has   exacerbated   the   problem   because   it   conflicts 
with   or   undermines   basic   American   values   such   as   hard   work,   autonomy,    the   sanctity 
of  the   family,   and   the  importance  of  community.49  Ellwood  argues   that  people   in 
urban  ghettoes  account  for  only  7  to  10  percent  of  the  nation's  poor  and  that  the 
much  larger  group  of  the  working  poor  should  receive  more  attention.  If  they  did,  a 
much  larger  base  of  support  would  be  established  for  a  welfare  reform  package. 

Ellwood's  program  of  reform,  to  be  discussed  in  his  book,  Poor  Support 
Poverty  in  the  American  Family,    has  five  major  components.50  One:  make  work  pay  by 
expanding  the  earned  income  credits-  incorporated  in  the  1986  tax  reform-  and 
increasing  the  minimum  wage.  Two:  Provide  universal  health  insurance.  Three:  Adopt 
uniform  child  support  by  requiring  absent  parents  to  contribute  a  minimum  of  $2,000 
per  child.  Four  Establish  a  transitional  welfare  system  which  would  provide 
benefits  no  longer  than  18  months.Five:  Establish  a  last-resort  public  jobs 
program.  Ellwood  believes  that  the  program  would  run  from  $20  billion  to  $30 
billion  above  current  spending  and  points  out  that  society  is  already  shouldering 
some  of  the  costs  in  other  ways. 

Another  current  proposal  for  welfare  reform  is  to  be  found  in  the  legislation 
sponsored  by  Senator  Daniel  Patrick  Moynihan  of  New  York.  The  Family  Security  Act 
would  establish  a  mandatory  workfare  program  that  compels  welfare  recipients  to 
"work  off  their  public  assistance  grant.51  Moynihan's  proposal  would  make 
available  $3  billion  in  Federal  money  to  support  welfare- to- work  programs  for  all 
welfare  recipients  with  children  over  three  years  of  age,  or,  at  the  option  of 


^Interview  with  David  T.  Ellwood,  The  Boston  Globe.  June  1,  1988. 
50The  Boston  Globe.  June  1,  1988. 
51The  Boston  Globe.  June  1,  1988. 
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individual   states,   over   one   years   old.   The   proposal   does   not   guarantee   or   mandate 
child   care,   education,   or  job   training. 

While   the   Federal  Government  has   moved  away  from   its   responsibility   towards 
the   poor,   in  recent  years,   cities   have  increasingly  addressed   the   issues   in   a 
number  of  ways.   Notable  are   efforts   to   develop  affordable   housing   and  to  aid  the 
homeless.   In   addition,   various   linkage      programs   designed   to   provide   construction 
jobs,empower  minority  communities,   and  fund   local  job   training   programs   are 
examples   of  other  city  efforts   to   address   the   issues   raised   by   poverty. 

State-level   programs   of  employment   training   connected   to   welfare   benefits   is 
another   approach   to   problems   of  poverty.   For   example,   in   Massachusetts,    the 
Governor's   Employment  and  Training   Choices   Program   (ET)   has   helped   38,000   welfare 
recipients   move   from   welfare   to   work.   Here   welfare   is   connected   to   training; 
elsewhere,   other  approaches  connect  unemployment  compensation  and      training.   Robert 
Kuttner  suggests   that   the   US  look   to   Sweden's   example   of  a  system  of  job   training, 
full   employment,   and   security   in  jobs.52   He   continues   that,   "A   program   of   work 
opportunities  for  welfare  recipients  should  be  part  of  an  overall  employment  and 
training  framework,  and  not  an  isolated,  punitive  scheme  for  the  dependent  poor.  A 
public  works  program  should  repair  long- neglected  public  infrastructure  and  at  the 
same  time  provide  good  jobs."53 

Striking  a  note  similar  to  William  Julius  Wilson,    Kuttner  asserts  that  "The 
single  most  important  area  for  real  leadership  in  domestic  policy  is  that  closely 


52Robert  Kuttner,  The  Life  of  the  Party:  Democratic  Prospects  in  1988  and  Bevond 
(New  York:  Elizabeth  Sifton  Books,  Viking,  1987),  226-228. 
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interconnected  set  of  issues   involving   education,   labor-market   policies,   employment 
opportunities,   and   related   family  supports."   54 

Kuttner  also  discuses  the  closely  related  need  for  a  universal  health  coverage 
system.  "The  health  system  we  have  now  blends  elements  of  national  health  insurance 
(medicare),  pauper  medicine  (medicaid),  private  insurance,  and  gold-plated,  profit- 
motivated  medicine  for  those  with  the  means  to  pay  the  bill."  5S  Elsewhere  Kuttner 
has  noted  that  many  old  people  incur  heavy  medical  costs  outside  the  scope  of 
Medicare.  In  23  states  people  with  incomes  of  more  than  $340  a  month,  only  74 
percent  of  the  federal  poverty  line,  are  considered  too  rich  to  qualify  for 
Medicaid.56 

Health  care  reform  is  not  a  matter  impinging  simply  upon  the  poor,  although  it 
affects  them  most  severely.  All  Americans  are  paying  more  for  health  care.The 
amount  of  the  Gross  National  Product  expended  on  health  care  has  steadily  risen  in 
recent  years.  Professor  Uwe  Reinhardt  of  Princeton    recently  pointed  out  that  the 
United  States  spends  10.9  percent  of  its  Gross  National  Product  on  health  and  yet 
lags  behind  others  in  the  quality  of  care  it  receives.  Reinhardt  also  points  out 
that  Canadians  spend  about  8.5  percent  of  their  GNP  for  their  universal  health  care 
system,  but  a  greater  percentage  reaches  each  patient  because  the  bureaucracy  is 
smaller. 

Between  35  and  55  million  Americans  have  no  health  insurance  and    while  they 
may  receive  medical  attention  when  an  illness  reaches  a  crisis  point  they  are  not 
encouraged  to  seek  preventive  treatment.One  consequence  noted  by  Dr.  George 
Lundberg,  editor  of  the  Journal  of  the  American  Medical  Association,  is    that 


54Kuttner.  Life  of  the  Party.  225. 
55Kuttner,  Life  of  the  Party.  241. 
56Robert  Kuttner,  The  Boston  Globe.  April  25,  1988. 
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200,000   American   women   did   not   receive   prenatal  care   last  year,   a  fact   which   goes   a 
long   way   toward   explaining   why   America  ranks    17th   in   infant   mortality   in   the 
world.57  Also  sixty   percent  of  all  children  living   below   the   poverty   line  do   not 
have  adequate  health  coverage.  The  Commonwealth  of  Massachusetts  just  recently 
established  an  innovative  and  unprecedented  universal  health  insurance  system  to 
take  effect  in  1991.  This  program  may  serve  as  a  model  to  other  states  and  to  the 
Federal  Government  in  the  years  ahead. 

The  U.S.  Surgeon  General,  C.  Everett  Koop,  has  repeatedly  declared  that  "AIDS 
is  one  of  the  most  serious  health  problems  that  has  ever  faced  the  American 
public."58  According  to  the  U.S.  Centers  for  Disease  Control  in  Atlanta,  there  have 
been  63,726  cases  of  AIDS  so  far  and  35,798  have  died.An  additional  1.4  million 
Americans  are  thought  to  be  infected  with  the  human  immunodeficiency  virus,  or  HIV. 
The  Institute  of  Medicine  of  the  National  Academy  of  Sciences  has  just  issued  a 
report  which  projects  that    the  nation  will  be  spending  about  $1  billion  in  AIDS 
research  by  1990  and  that  "well  beyond"  that  amount  may  be  needed  for  public  health 
and  education.  The  committee  that  prepared  the  report  for  the  National  Academy  of 
Sciences  has  also  called  for  a  commission  with  a  five-year  renewable  term  to  lead 
the  fight  against  AIDS.59 

The  War  on  Poverty  and  the  general  prosperity  of  the  1960s  achieved  a  great 
deal  in  reducing  the  poverty  rate  among  Americans  but  subsequent  years  have  seen  a 
cutting  back  on  the  Federal  Government's  commitment  to  the  cause  as  well  as  a 


57The  Boston  Globe.  May  8,  1988. 

58C.  Everett  Koop,  "Understanding  AIDS,"  HHS  Publication  No.  (CDC)  HHS-88-8404. 
(Rockville,  Maryland:  U.S.  Department  of  Health  &  Human  Services,  Public  Health 
Service  Centers  for  Disease  Control,  1988), 

59The  Boston  Globe.  June  2,  1988. 


39 


stagnant   economy   which   dragged   more   millions   into   poverty.   The   cities   of  this 

country   need   to   shape   a   national   policy   which   is   committed   to   the   reduction   of 

poverty,   better  distribution  of  income,   and  the  assurance   of  adequate   wages   and 

sufficient  health  coverage  for  all  Americans. 

The  following  questions  may  be  considered  at  the   Roundtable: 

Can  we   reduce  poverty  significantly? 

Can  we   formulate  solutions   to  the  special   problems   of  women   in   poverty?   -   daycare, 

job   training,   and  job   access? 

Can   we   recover   the    1960's   and    1970's   trend   towards   improvement  of   the   income   of 

black   Americans   and   other   minorities   and   narrow   the   gap   with   whites? 

Can  we   make   work  pay  for  the   working   poor  by   the   expansion   of  earned- income   crei 

and  raising   the   minimum   wage? 

Can   we   reduce   the   gap   between   the   rich  and   the   poor? 

Can   we   establish   programs   to   promote   growth   in   the   number  of  jobs   and   a  nation   of 

full  employment? 

Can   we   end   hunger? 

Can   we   adopt  universal   programs   designed   to   promote   equality   of      life   chances? 

Can   we   advance   equal  access   to  jobs   for  all   Americans? 

Can   we   adopt   programs   to   revive   the   economy   in   minority   neighborhoods? 

Can   we   establish   sufficient   daycare   for   the   nation's   children? 

Can   we   adopt   uniform   child   support   requirements    to    be   collected   by   the   government? 

Can   we   establish   a  comprehensive   program   linking    unemployment   compensation,   job 

training,    and   security   in   jobs? 

Can   we   establish   a   transitional   welfare   program    with   a   maximum   term? 

Can   we   establish   a   last-resort   public   jobs   program? 

Can   we   establish   a   universal   health   coverage   system? 
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Chapter  Three:  A  Workforce  for  the  New  Economy: 
Education  and  Job  Training 


Urban  schools  are  central  to  the  future  of  American  cities.  Although  they  have 
received  much  attention,  especially  since  the  publication  five  years  ago  of  the 
highly  critical  report  "A  Nation  at  Risk,"  the  conditions  and  prospects  of  urban 
education  are  at  best  uncertain.  The  1983  report  claimed  that  "the  educational 
foundations  of  our  society  are  presently  being  eroded  by  a  rising  tide  of 
mediocrity  that  threatens  our  very  future."  The  Carnegie  Foundation  recently 
documented  its  list  of  criticisms  of  the  schools  of  the  nation's  large  cities  and 
added  to  the  chorus  of  critics. 

The    1988  Carnegie  report,  with  the  ominous  title,  "An  Imperiled  Generation: 
Saving  Urban  Schools,"  portrays  a  dismal  scene  in  the  schools  of  big  cities 
including  New  York,  Chicago,  Houston,  and  Los  Angeles.    Schools  are  characterized 
by  stifling  bureaucracies,  unmotivated  students,  and  crumbling  buildings  with  the 
result  that  the  schools  functioned  as  "little  more  than  human  storehouses  to  keep 
young  people  off  the  streets."  60 

U.S.  Census  Bureau  statistics  document  levels  of  educational  attainment  and 
paint    a  less  grim  picture.  Nationwide,  the  gains  in  educational  attainment  since 
1970  have  been  impressive.  The  figures  show  that  the  proportion  of  those  aged  18  to 
'24  who  dropped  out  of  school  declined  from  17.4  percent  in  1970  to  15.6  in  1980  and 


60The  New  York  Times.  March  16,  1988. 
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to    14.1    percent  in    1985.   The   figures   for   whites   over   those   same   years   went   from 
15.2   to    14.4   to    13.5   percent   while   among   blacks   the   figures   were   33.7,   23.4   and 
17.6  percent.61 

While  the  gap  is  closing  between  whites  and  minorities,  disparities  in 
educational  attainment  for  young  adults  still  exist.  The  proportion  of  high  school 
graduates  in  the  age  25-29  population  was  86.8  percent  for  whites  in  1985,  compared 
to  80.6  percent  for  blacks  and  60.9  percent  for  persons  of  Spanish-origin,  while 
those  with  a  college  degree  comprised  17.3  percent  of  whites,  7.3  percent  of 
blacks,  and  11.1  percent  of  Hispanics.  In  1970  the  proportions  of  high  school 
graduates  were  77.8  percent  among  whites  and  56.2  percent  among  blacks  aged  25  to 
29.  College  graduates    at  that  time  comprised  17.3  percent  of  whites  and  7.5 
percent  of  blacks  in  this  age  group.62 

More  students  staying  in  school  longer  bodes  well  for  the  quality  of  the 
national  work  force.  Dropouts  have  a  harder  time  finding  jobs  than  high  school 
graduates.    Of  those  who  graduated  from  high  school  in  1985  and  did  not  go  to 
college,  82.3  percent  entered  the  labor  force  and  24.6  percent  of  these  were 
unemployed  in  1985.  The  corresponding  rates  for  high  school  dropouts  were  67.5 
percent  and  35.6  percent.63 

A  report  by  the  Commission  on  Minority  Participation  and  American  Life 
entitled  0"e  Third  of  a  Nation  warns  that  the  U.S.  must  devote  greater  attention  to 
the  needs  of  the  minority  population  or  else  the  country  "inevitably  will  suffer  a 


136. 


61U.S.  Bureau  of  the  Census,  Statistical  Abstract  of  the  United  States  (1987), 

62U.S.  Bureau  of  the  Census,  Current  Population  Renorts    "School  Educational 
Attainment  in  the  United  States:  March  1982  to  1985,"  Series  P-20,  No.  415. 
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compromised   quality   of  life   and   a   lower   standard   of  living."64   The   report   notes 
that  the  proportion  of  black  high  school  graduates  who  were  enrolled  in  college 
rose  to  48  percent  in  1975  from  39  percent  in  1970.  However,  from  1975  to  1985  the 
rate  dropped  to  44  percent. 

The  United  States  currently  invests  $300  billion  a  year  in  education,  6.8 
percent  of  the  Gross  National  Product,  yet  alarming  problems  remain.  Cities  have 
not  been  able  to  look  to  the  Federal  Government  for  assistance  as  severe  cuts  have 
been  made  in    Federal  aid  to  education  under  the  Reagan  Administration.  Federal 
funding  for  education  was  $36  billion  in  1984,  a  decline  of  16  percent  in  constant 
dollars  from  the  funding  levels  of  1980.65 

Meanwhile,  the  Reagan  Administration's  current,  controversial  Secretary  of 
Education  William  J.  Bennett  has  stimulated  a  great  deal  of  debate  by  his  own 
assessment  of  the  needs  and  problems  of  education.  Bennett  recently  concluded  that 
some  modest  progress,  as  he  understands  it,  has  been  made  but  asserted  that  much  of 
the  gain  has  been  in  private  schools  or  in  wealthy  suburban  school  districts. 
Bennett  warns  that  "Good  schools  for  disadvantaged  and  minority  children  are  much 
too  rare,  and  the  dropout  rate  among  black  and  Hispanic  youth  in  many  of  our  inner 
cities  is  perilously  high."66 

The  problems  of  education  relate  to  the  development  of  human  potential,  self- 
worth,  and  fostering  of  the  civic  community.  The  problems  also  relate  to  issues  of 
family,  crime,  drugs,  and  violence,  class,  and  race.  Education  is  also,  of  course, 


64Cited  in    The  Chronicle  of  Higher  Education.  May  25,  1988.  The  Commission  is  a 
joint  project  of  the  American  Council  on  Education  and  the  Education  Commission  of  the 
States. 

65U.S.  Bureau  of  the  Census,  Statistical  Abstract  of  the  United  States.  1986,  129. 
66The  New  York  Times.  April  25,  1988. 
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central   to   employment  and  the   future   development  of  the   economy   and   that  is   the 
focus   in  this   section   of  the   Urban   Policy   Roundtable. 

The   Hudson   Institute   report   Workforce   2000:   Work   and   Workers   for   the   21st 
Century,   offers   valuable  information  for  those  concerned  with  the   issues  of 
education  and  job   training.      The   report,   by  William  B.   Johnston,   is   based  on   the 
premise   that  "U.S  prosperity   between  now  and  the   end  of  the   century  will   depend 
primarily  on   how   fast  the   world   economy   grows   and   on   how   rapidly   domestic 
productivity   increases."67  The   key   to   increasing   productivity   is   to   prepare   workers 
for  technological  change,  while  the  great  challenge  facing  the  nation  is  to  bridge 
the  gap  "emerging  between  the  relatively  low  education  and  skills  of  new  workers 
(many  of  whom  are  disadvantaged)  and  the  advancing  skill  requirements  of  the  new 
economy." 

According  to  the  Hudson  Institute  report,  five  basic  demographic  "facts"  will 

shape  the  American  workforce  and  the  economy  over  the  years  to  the  end  of  the 

century.    These  developments  are  key  to  the  formation  of  any  agenda  dealing  with 

education  and  job  training  in  the  cities  and  are  summarized  as  follows.68 

*  The  population  and  workforce  will  grow  more  slowly  than  at  any  time  since 

the  1930s.  Between  1985  and  2000,  the  population  will  grow  by  15  percent 
and  the  labor  force  by  22  percent. 

The  average  age  of  the  population  and  workforce  will  rise,  and  the  pool 
of  young  workers  entering  the  labor  market  will  shrink. 

More  women  will  enter  the  workforce,  although  the  rate  of  increase  will 
taper  off.  Women  will  comprise  about  three-fifths  of  new  entrants  into 
the  labor  force  between  1985  and  2000,  and  61  percent  of  the  workforce  in 
2000. 

Minorities  will  be  a  larger  share  of  new  entrants  into  the  labor  force. 


67William  B.  Johnston,  Workforce  2000:  Work  and  Workers  for  the  21st  Century 
(Indianapolis:  Hudson  Institute,  1987),    xxii  and  75. 

68Johnston,  Workforce  2000.  75-76. 
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Non- whites   will   comprise   29   percent  of  new   entrants   between    1985   and   2000 
compared   to    18   percent   in   the   period    1970   to    1985. 

*  Immigrants   will   represent   25   and   22   percent  of  the   increase   in   the 

population  and   the  workforce  respectively. 

The  challenge,   then,   is  to   provide  a  basic  education  in  schools  for  young 
people,   many  of  them  minorities   and  immigrants,   to   prepare   them  for  the  jobs   that 
will   need  to   be   filled  in  an  economy  that  is   being   transformed  from  one  of 
manufacturing   to   one   of  a   variety   of  services.      Manufacturing,   which   made   up   30 
percent  of  all   US  goods   and  services   in    1955,   and  21    percent  in    1985,   is   projected 
to   drop   to   less   than    17   percent   by  2000.69      And   agriculture,   once   a   mainstay   of  the 
American  economy,  declined  from  8.6  percent  to  1.6  percent  of  GNP  between  1947  and 
1986,  reflecting  the  mechanization  of  farms    as  well  as  a  basic  economic  shift  to 
the  production  of  other  goods  and  services. 

The  nine  largest  service  industries  in  1986  were  retail  trade,  education, 
health  care,  finance/insurance/real  estate,  bars  and  restaurants,  wholesale  trade, 
transportation  and  public  utilities,  and  business  services.70  It  is  expected  that 
ill  these  services,  along  with  government,  will  hold  a  73.7  percent  share  of  US 
employment  by  2000,  a  32.9  percent  increase  from  1985.  In  fact,  the  Hudson 
Institute  predicts  that  the  trade  and  service  sectors  will  add  more  jobs  between 
1985  and  2000  than  currently  exist  in  US  manufacturing. 

The  shift  to  a  services- based  economy  has  a  number  of  implications  for 
\merican  business  and  for  the  schools  and  job  training  programs  that  will  prepare 
itudents  for  service  sector  work:    First,  the  typical  workplace  will  be  smaller  and 
nost  new  jobs  will  be  in  small  businesses.    While  the  typical  manufacturing 
establishment  employs  60  people,  an  average  service  sector  business  employs  only 


69Johnston,  Workforce  2000.    xvii  and  24. 
70Johnston,  Workforce  2000.  22,  58-59. 
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11.   The    implications   of   this   shift   are    that   while   more   jobs   may   be   available, 
training   may   be   more   difficult   at  scattered   work   sites   and   less   likely   to   be 
provided   by   small   employers.      Unskilled   workers   may   find   it   more   difficult   than 
ever   to   gain  acceptable  employment.      In   Boston,   for  example,   service   sector 
institutions   unwilling   to   accept  the   high  cost  of  entry-level  employee   training, 
leave  jobs   unfilled  or  rely  on  application   tests   to  "screen  out"   those   applicants 
who   require   additional   training.71 

In  terms  of  the  American  worker,  the  shift  to  a  services- based  economy  may 
necessitate  the  increased  involvement  of  the  public  sector —  particularly  through 
its  schools  and  social  service  institutions —  to  provide  the  training  and  support 
required  to  launch  workers  successfully  into  a  new  industry.    According  to  the 
Hudson  Institute  report,  the  occupations  of  the  future  will  require  more  education, 
particularly  in  language,  math,  and  reasoning  skills.    In  addition,  since  service 
sector  wages  tend  to  be  more  unevenly  distributed  than  in  other  sectors,  workers 
without  these  skills  may  be  unable  to  earn  adequate  wages  in  service  sector  jobs. 

This  combination  of  higher  needed  skills  and  less  ability  or  willingness  on 
the  part  of  business    itself  to  train  workers,  focuses  attention  back  on  education 
for  the  failure  of  many  American  workers--  and,  increasingly,  long-term  non- 
workers--  to  thrive  in  today's  economy.    "Millions  of  adults  whose  meager  schooling 
would  not  have  barred  them  from  well- paying  factory  jobs  20  years  ago  are 
considered  unqualified  today  for  service  jobs  that  pay  above  $7  an  hour."72 

The  task  of  reforming  the  schools  of  the  nation's  cities  has  elicited  many 
proposals  over  the  recent  past.  The  Carnegie  Foundation  in  its  recent  report  calls 


71Uchitelle,  Louis,  "America's  Army  of  Non-Workers,"  The  New  York  Times.  Sui 
September  27,  1987,  Section  3,  Page  K. 

72Uchitelle,  "America's  Army  of  Non-Workers." 
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for   a   "crusade   on   behalf  of   urban   education"   and   urged   that   the   following   changes 
and   others,   be   adopted:   Principals   and   teachers   should   be   given   greater   autonomy 
and   schools   should   be   held   more   accountable   by   the   use   of  school   report   cards; 
Schools   with   low   grades  should  be   required   to  devise  recovery  plans;   Large   urban 
schools   should   be   divided   into   units   with   a  maximum   of  five   hundred   students.   The 
Foundation   also   asked   the   Congress   to   establish   a  National   Urban   Schools   Program   to 
coordinate   Federal   programs   for   city   schools.73 

Job  training  programs,  particularly  in  the  form  of  public -private 
partnerships,  have  also  been  given  much  attention  recently.    In  its  report,  The 
Fourth  R:    Workforce  Readiness.  A  Guide  to  Business-Education  Partnerships,  the 
National  Alliance  of  Business  argues  that  American  businesses  have  both  an 
obligation  and  a  need  to  become  partners  with  local  schools  in  educating  future 
workers.    The  report  stresses  that  in  order  to  have  qualified  workers  tomorrow, 
businesses  must  "shape  the  public  and  political  debate,  bring  about  substantive 
changes  in  state  or  federal  legislation  or  local  school  governance,  and  affect  the 
overall  direction  of  the  educational  system."74 

Job  training  programs  currently  available  in  Boston  highlight  the  wide  range 
of  policy  options  being  considered  to  train  tomorrow's  workforce.    The  Boston 
Summer  Jobs  Program,  for  example,  selected  3,010  high  school  students  for  placement 
in  summer  jobs  with  669  local  businesses  during  the  summer  of  1987.    The  premise  of 
this  program  is  that  providing  students  with  challenging  summer  jobs  will  not  only 
give  them  experience  and  income,  but  will  encourage  them  to  continue  on  in  school. 


73The  New  York  Times.  April  25,  1988. 

74National  Alliance  of  Business,  The  Fourth  R:  Workforce  Readiness.  A  Guide  to 
Business-Education  Partnerships  (1987). 
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The   Boston   Compact   is   also   a  school-based   partnership.      As   part  of  this 
program,   local   businesses   agree   to   provide   full-time  jobs   to   students   after 
graduation  from  high  school.      Like   the  Summer  Jobs   Program,   the   Boston   Compact  iss 
designed  to  reward   those  students   who  succeed  in  school. 

Massachusetts'   Education  and  Training   Choices   (E.T.   Choices)   program  provides 
more  intensive,  job-related   training   to   long-term  non-workers.      Through  a 
combination  of  job   training,   child  care  services,   and  continued  Medicaid  coverage, 
it  helps   welfare   recipients,   particularly  single   mothers,   make   the  jump   from 
welfare   to   work,   without   the  disincentives  (such  as   termination   of  health   coverage) 
commonly   faced   in   this   process. 

Innovative  job   training   programs,   as   well   as   a  continued   focus   on   the   quality 
of  our  schools,   will  continue   to   be  essential  features   in  America's   quest   to   remain 
productive,   competitive   and   innovative   into   the   next  century.      The   task  of  training 
workers   for  jobs   in   new   service   sector   industries   is   one   that   must,   if  it   is   to   be 
successful,   be  shared   between  government  and   business. 
The   following  questions   are   for  consideration   at   the  Roundtable. 

Can  programs   be   put   in  place   to   help   urban  schools   better   train   America's 
children? 

Can  educational   gains   made   over   the   last  25   years—   particularly   those   for 
minority  students—   be   maintained  and   expanded? 

Can   America  adequately   prepare   workers   for   the   labor   market   and   economic 
conditions   of  the   next  century? 

Can   the   opportunities   contained   in   the   growing   services   sector   be    tapped   to 
provide   high-quality,    good-paying   jobs   for   America's    workforce? 

Should   measures    be   taken   to   preserve   the   country's    more   traditional    industrial 
sector  and   the   jobs   which   accompany   it? 
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How   can   workforce   readiness   and  job   training   programs   be   most   appropriately 
designed   and   administered? 
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Chapter   Four   Systems   Overload: 
Infrastructure, Transportation,  and  Environment 


The  development  and  maintenance  of  infrastructure  is  a  crucial  issue  in  the 
development  of  a  national  urban  policy.    Infrastructure  refers  to  all  the 
facilities  and  fabrications  that  connect  and  nurture  a  region,  both  public  works  -- 
roads,  bridges,  airports,  transit  systems,  water  and  sewer  systems —  and  private 
works:  gas  lines,  phone  systems,  power  and  steam  plants,  and  cable  television 
networks.    More  broadly  the  term  infrastructure  includes  whatever  financial 
structures  are  devised  to  construct  and  maintain  these  facilities.    Infrastructure 
can  be  expensive  and  take  years  to  develop,  which  can  make  it  politically  difficult 
to  support.    The  volatility  of  bond  markets  and  the  variability  of  bond  ratings  can 
impede  the  financing  of  projects.    The  gap  between  needs  and  available  revenues 
continues  to  be  wide.    There  are  several  different  categories  of  expenditures: 
revitalization  of  aging  systems,  upgrading  capacity  to  deal  with  recent  growth,  and 
the  application  of  new  technologies  to  new  demands,  (e.g.  fiber  optics) 

Infrastructure  has  received  particular  attention  since  the  1981  book  America 
In  Ruin  authored  by  Pat  Choate  and  Susan  Walter.    Nationally,  the  effect  of  this 
book  made  support  for  infrastructure  more  politically  attractive  and  changed  the 
focus  from  "pork-barrelling"  towards  meeting  urgent  needs.    One  consequence  was  the 
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federal   gasoline   tax   increase    to    provide   additional   funding   for   the   highway   trust 
fund,   which   was   also   opened   to   mass   transit   projects.75 

However,  this  fund  won't  come  close  to  covering  the  tab  for  repairing  the 
nations  public  works  systems  of  roads,  bridges,  transit  systems,  airports, 
waterways,  waste  disposal  facilities,  reservoirs,  and  water  systems;  this  was 
estimated  at  $2.5  trillion  in  1981  by  Choate  and  Walter.76   Examples  of  the 
nation's  crumbling  infrastructure  periodically  became  headlines:  the  disastrous 
highway  bridges  collapse,  in  Connecticut  and  New  York,  a   water  main  rupture  and 
the  deterioration  of  a  major  bridge  in  New  York  City,  and  a  bursting  dam  in 
Colorado. 

A  key  finding  of  a  Congressional  report  on  the  state  of  the  nation's 
infrastructure  published  in  1984  was  that  from  1983  to  2000,  a  total  of  $1,160 
billion  would  be  needed  for  four  types  of  infrastructure.    Highway  and  bridges 
would  need  $720  billion  (62  percent  of  the  total  expenditure);  sewerage  systems 
would  require  $163  billion  (14  percent);    water  needs  are  projected  to  cost  $96 
billion  (8  percent);    and  other  transportation  (i.e.,  ports,  airports,  railroads, 
mass  transit)  would  demand  $181  billion  (16  percent).77 

This  report  emphasized  that  because  of  the  complex  nature  of  the  needs  of 
particular  regions,  state  and  local  governments  would  have  to  become  less  dependent 
on  the  Federal  government.    Since  the  early  1960s,  the  Federal  Government  has 
maintained  outlays  of  about  1  percent  of  the  GNP  while  state  and  local  outlays 


75Ruth  Knack,    "America  in  Ruins?  Not  Quite",  Planning  (February  1988),  10. 


76Knack,  "America  in  Ruins?,"  10. 

77Hard  Choices.  A  Study  Prepared  For  The  Joint  Economic  Committee.  U.S. 
Congress.  Marshall  Kaplan,  Director    (Washington,  D.C.:  Government  Printing  Office, 
1984),  8-9. 
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declined   from   2.2   percent   to    1.9   percent   in    1981.      In   order   to   compensate   for   this 
trend,   the   state   and   local   authorities   would   have   to   create   financing   structures 
better  suited   to  city  and   regional  economies;   similarly   they  would  also   be   able   to 
tailor   their   infrastructural   systems   more   closely   to   their   own   needs.78 

In  February  1988,  the  National  Council  on  Public  Works  Improvement  presented  a 
report  to  the  President  and  Congress  entitled  Fragile  Foundations:  A  Report  on 
America's  Public  Works.    This  report  provided  a  report  card  on  eight  categories  of 
the  nation's  infrastructure  as  well  as  nine  strategies  for  improving  America's 
Public  Works.79 

The  first  category  is  highways,  which  were  graded  a  C+  by  the  Council.    The 
increases  in  federal  and  state  gas  taxes  have  injected  new  capital  into  the  system. 
This,  along  with  expansion  in  operations  and  management  spending,  has  improved 
pavement  conditions.    However,  quality  of  service  in  terms  of  congestion  is 
declining.    Spending  for  system  expansion  has  fallen  short  of  need  in  high- growth 
urban  and  suburban  areas.    Many  roadways  and  bridges  are  aging,  dangerous,  and 
require  major  work.    Needs  of  most  rural  and  smaller  systems  exceed  available 
resources. 

Mass  transit  was  graded  even  lower  with  a  C-.    Federal  capital  grants  have 
helped  improve  quality  ot  service  in  some  areas,  but  overall  productivity  of  the 
system  has  declined  significantly.    Growth  of  transit  vehicles  is  double  the  rate 
of  increase  in  ridership.    Diverting  people  from  cars  to  mass  transportation 
increasingly  difficult.  While  mass  transit  is  overcapitalized  in  many  smaller 
cities  it  is  inadequate  in  larger,  older  cities.    Systems  rarely  are  linked  to 
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land-use   planning   and   broader  transportation   goals.      Maintenance   has   been   erratic 
and   inadequate. 

Aviation   received  a  B-   by  the  Council.      In  general,   the  aviation  system  has 
handled   rapid   increases   in   demand   safely  and  effectively.      However,   service   has 
begun   to   decline   in   the   face   of  increasing   airport  and   airspace   congestion   as   a 
result  of  strong   traffic   growth.      Congestion   is   the   systems   primary   problem.      The 
air   traffic  control  system  needs  substantial  upgrading   to   maintain  safety  and  is 
currently   undergoing   a  S16   billion   modernization.   Despite   recent   increases   in 
authorizations,   a   sizable   cash   balance   remains   unspent   in   the   Airport  and   Airways 
Trust   Fund. 

Water   resources   received   the   highest   grade,   still   just   a   B.      The   Water 
Resources   Act  of   1986   made   cost-sharing   mandatory   for   many   types   of  water   projects. 
This   change   should   improve   project  selection  and  reduce  overall   project  cost;   while 
this   will   improve   efficiency,   it   also   will   increase   local   costs   of  water   projects. 
Poorer   communities   may   find   it   difficult   to   finance   projects.      In   addition,    this 
process   can   be   slow   and   cumbersome. 

The   nations   water  supply   was   graded   B-.      While   regional   performance   varies, 
water   supply   stands   out   as   an   effective,   locally-operated   program.      Strict   new 
standards   created   by   the   Safe   Drinking   Water   Act   will   require   drastic   increases    in 
water   rates   over   the   next  decade.      Many   public   water  systems   suffer   from   pricing 
below   costs,    inability    to    meet   purity   standards,   or   source   contamination.      Storage 
and   distribution   systems   are   deteriorating   in   some   older   cities   and   supplies   are 
Lmited   in  some   parts   of   the   West   and   several   cities   along   the   East   coast. 

Wastewater   systems    received   a   C   by   the   Council.      Over   75    percent   of   the    U.S. 
opulation   is   served   by   secondary   treatment   plants.      Shift   from   federal   grants    to 
cate   revolving   loans   may   improve   efficiency   of   plant   construction.      Broadened 


focus   on   nonpoint  source   pollution   and   groundwater   contamination   may   accelerate 
progress   toward   cleaner   water.      Despite   $44   billion   federal   investment   in  sewerage 
treatment  since    1972,   water  quality  has   not  improved  significantly.      This   is   due   in 
part  to   uncontrolled  pollution,  such  as   run-off  from  farmland  and   roadways. 
Overall  productivity  of  secondary   treatment  facilities   is  declining,   resulting   in 
an  increase  in  water  quality  violations. 

Another  low  grade  of  C-   was   given  to  solid  waste.      Testing   and  monitoring   off 
solid   waste   facilities   are   more   rigorous   as   a  result  of  tougher  environmental 
standards.      Waste-to-energy   technology   is   growing   as   an   alternative   to   landfills. 
More   aggressive   waste   reduction,   separation,   and   recycling   efforts   are   beginning   at 
the   local  level.   However,   few  states   have   moved   boldly  on   these   measures.      Limited 
data  suggest  trends   toward   fewer   but  safer  landfills,   rapid   growth   in   resource 
recovery,   and  little   progress   toward   waste   reduction.      Public   opposition   to   siting 
all   types   of  facilities   is   a  major  problem. 

The   final  category  and   the   subject   receiving   the   lowest  score   is   hazardous 
waste   which  was   given  a  D   by  the   Council.      Funding   for  site  clean-up   has   increased 
five-fold  since    1986,   but  progress   has   been  slower   than   expected.      Only  a  small 
fraction  of  the   two   tons  of  waste   per  capita  produced   in   America  each   year   is   being 
treated  safely.      Major  challenges   are   still   ahead   of  us.      The   nation   has   forfeited 
much   of  its   opportunity   to   reduce   waste   before   it  is   produced.      Waste   control 
legislation   promotes   "end-of-pipe"   rather   than   source   reduction   solutions. 
Congressional   mandates   and   schedules   may   be   overly   optimistic,    given   administrative 
resources.      A   massive   backlog   of  cleanup   projects   faces   the   nation. 

The   Council   also   recommended   9   strategies   to   improve    the   Nation's    Public 
Works,    which   are   summarized   below: 

A    national   commitment   by   all   levels   of  government   and   the    private   sector 
to   double   current  capital   spending   levels; 
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Clarify   the   roles   of  federal,   state   and   local   governments   in 
infrastructure   construction  and   management   to   focus   responsibility   and 
increased  accountability; 

More  flexible  administration  of  federal  and  state   mandates   to  allow  cost- 
effective  methods  of  compliance; 

Accelerated  spending  of  the   federal  highway,   transit,   aviation,   and 
waterways   trust  funds; 

Financing   of  a  larger  share  of  the  cost  of  public   works   by   those   who 
benefit  from  services; 

Removal   of  unwarranted   limits   on   the   ability   of  state   and   local 
governments   to   help   themselves   through   tax-exempt  financing; 

Strong   incentives   for  maintenance  of  capital  assets   and   the   use   of  low- 
capital   techniques   such   as   demand   management,   coordinated   land- use 
planning,   and   waste   reduction   and   recycling; 

Additional  support   for  research   and   development   to   accelerate 
technological   innovation   and   for   training   of  public   works   professionals; 
and 

A   rational  capital  budgeting   process  at  all   levels   of  government.   80 

A  final  national  infrastructure  issue  that  must  be  addressed  in  the  next 

decade  is  a  national  radioactive  waste  repository.    The  United  States  has  been 

generating  radioactive  waste  for  the  past  forty  years  without  addressing  the  issue 

of  what  to  do  with  waste  being  produced.    Finally,  in  1982  the  Congress  passed  the 

Nuclear  Waste  Policy  Act  that  required  that  a  national  repository  for  radioactive 

waste  be  constructed  and  ready  to  store  waste  by  January  31,  1988.    The  act 

established  the  Nuclear  Waste  Policy  Review  Commission  whose  mission  is  to  identify 

and  review  the  feasibility  of  sites  for  waste  disposal. 

In  all  these  areas,  in  recent  years  the  Federal  Government  has  attempted  to 

reduce  its  spending  and  place  more  of  the  burden  of  maintaining  infrastructure  upon 

states  and  localities.    These  changes  have  prompted  states  to  begin  to  tackle  the 


80Fragile  Foundations.  29. 
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problems   of   infrastructure.      New   budgeting   processes   were   initiated   in   which   states 
made   funding   available   for  capital   projects. 

In  Massachusetts,  as   in  other  states  vital  infrastructure  has   been  showing 
signs  of  aging.     A   1983  report  on  capital  investment  needs      projected  that 
Massachusetts  would  be  required  to  spend  between  $19.5  and  $24   billion  from   1983   to 
2000.81      The  Commonwealth  proposed  an  infrastructure   bank  known  as  Massbank   that 
would  raise  money  at  the  state  level  to  lend  to  communities  for  capital  planning 
purposes.    However,  the  legislature  did  not  adopt  this  proposal  because  of  the 
costs  involved,  both  financially  and  politically.    In  place  of  Massbank,  the 
legislature  created  the  Infrastructure  Set- Aside  Program  which  provides  funding  for 
infrastructure  projects  undertaken  in  coordination  with  and  in  support  of  private 
economic  development  activities  in  small  cities  of  less  than  50,000  population. 
The  purpose  is  to  promote  private  investment,  especially  in  older  established 
commercial  areas,  that  creates  or  retains  employment  opportunities  for  persons  of 
low  and  moderate  income  and  revitalize  distressed  areas  in  communities  across  the 
Commonwealth.  82 

Problems  of  infrastructure  are  most  readily  perceived  at  the  level  of 
individual  cities.  Cities  as  well  as  outlying  areas  face   capital  planning 
problems,  especially  the  older  cities  of  the  northeast.    In  the  Boston  example, 
there  are  three  main  levels  of  infrastructure  jurisdiction  that  are  differentiated 
by  financial  responsibility. 


81Karen  Polenske  et.  al.,  An  Assessment  of  Public  Infrastructure  in 
Massachusetts  (Cambridge:  Joint  Center  for  Urban  Studies  of  the  Massachusetts 
Institute  of  Technology  and  Harvard  University,  1983),  132. 

82Commonwealth  of  Massachusetts,  Executive  Office  of  Communities  and 
Development,  Infrastructure  Set-Aside  Program  (Boston:  Commonwealth  of 
Massachusetts,  1987),  1. 
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The   first   level   is   expenditures   financed   by   the   city.      The   city   uses   municipal 
bonds   as   well   as   state   monies   for   capital   improvements   in   the   following   areas: 
County  Facilities,   Education,   Economic   Development,   Health  Care,   Infrastructure, 
Libraries,   Municipal  &   Historic  Facilities,  Parks   &  Cemeteries,   Public  Safety,   and 
Recreation  Facilities.   The  City's   infrastructure   needs  were   projected  in    1984   to 
exceed  $120   million  per  year  between    1984  and    1989.      The  City  was   required   to 
finance   between  one-half  and  two-thirds  of  this  amount.   M 

The    Boston  Capital  Planning  Budget  for  1988-1992  called  for  $920.5  million  to 
be  raised  from  a  variety  of  sources  but  primarily  from  General  Obligation  Bonds, 
which  were  to  account  for  62  percent.    This  translates  into  $184  million  per  year 
for  the  1988-1992  period.     Major  projects  include:  the  reconstruction  of  over  100 
miles  of  roadways  with  a  price  tag  of  $108  million;    $120  million  for  the 
construction  of  a  new  inpatient  facility  at  Boston  City  Hospital;    and  $64  million 
to  renovate  up  to  80  school  facilities.84 

The  second  level  is  infrastructure  that  is  developed  and  maintained  by  state 
and  semi- autonomous  agencies.    These  organizations  fund  their  capital  improvement 
programs  through  bonds,  federal  &  state  grants,  and  user  fees.    The  organizations 
in  this  level  are  involved  in  the  following  areas:  Water  &  Sewer,  Mass  Transit, 
Airport  &  Seaport,  Metro  Parks,  Highways,  Bridges  and  Tunnels.    The  State  and  semi- 
autonomous  agencies  total  infrastructure  needs  in  Boston  or  directly  benefiting 
Boston  was  computed  in  1984  to  be  between  one- half  and  one  billion  dollars  annually 


83Anthony  Artuso, "Boston's  Infrastructure:  An  Analysis  of  the  Investment 
Record,  1978-1983,  and  Current  Plans  of  the  City,  State,  Semi- Autonomous  Agencies 
and  Utilities,"     (Boston:  Boston  Redevelopment  Authority,  1984),  1. 

84Mayor's  Office  of  Capital  Planning,  Mary  Nee,  Director,  Rebuilding  Boston:  A 
Five- Year  Capital  Plan  (Boston:  City  of  Boston,  1987). 
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for   the    1984   to    1989   period.      Approximately   seventy   percent  of  this   investment   was 
expected   to   be   federally   funded.85 

The  third  level  is  public  utility  infrastructure  which  is  financed  by  the 
public  utilities.    The  public  utilities  included  Boston  Edison,  Boston  Gas, 
Cablevision,  and  New  England  Telephone.    These  utilities  anticipate  capital 
investments  in  Boston  between  1984  to  1989  to  exceed  their  $60  million  aggregate 
annual  investment  level  during  the  1978  to  1983  period. 

Three  major  examples  of  Boston's  current  plans  and  operations  merit  mention: 
transportation,  water  and  sewer  system,  and  open  space.    These  projects  demonstrate 
the  potential  for  an  individual  city  to  take  major  steps  toward  coping  with  its 
infrastructure  needs.    There  is  also  an  important  component  of  Federal  support  in 
many  of  these  projects. 

Boston  is  experiencing  one  of  the  most  extensive  and  expensive  highway 
construction  projects  on  a  cost  per  mile  basis  in  the  U.S.    First,  a  3.8  mile,  four 
lane  tunnel  will  be  constructed  from  South  Boston  to  Logan  Airport  under  Boston 
Harbor  and  is  expected  to  be  completed  in  1994.    Next,  the  Central  Artery  which 
snakes  through  the  downtown  will  be  depressed  below  grade  for  1.5  miles,  freeing  up 
22  acres  of  land;  this  is  projected  to  be  completed  in  1998.    These  projects  will 
cost  over  $3.1  billion,  or  approximately  $585  million  per  mile.86 

In  1987,  the  Southwest  Corridor  Project  which  relocated  the  MBTA's  Orange 
Transit  line  was  the  largest  construction  project  in  Boston's  history  at  a  cost  of 
$792  million.  87    Urban  mass  transit  systems  such  as  the  Orange  Line  serve  the 


85Artuso,  Boston's  Infrastructure.  1. 

86Herbert  McClure  et.  al.,"Central  Artery/Third  Harbor  Tunnel  Project  Fact 
Sheet,"    (Boston:  Community  Participation  Program,  1987). 

87Polenske,  Infrastructure  in  Massachusetts.  29. 
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people   of  Boston's   poorer   neighborhoods   and   link   them   to   downtown.      It   is   this   type 
of  service   which   the   President's   FY89   budget   is   threatening   to   curtail   by   slashing 
federal  assistance   to   public   mass   transportation.   88 

The  Massachusetts  Water  Resources  Authority  (MWRA)  has  been  established  with 
the  mission  to  rebuild  the  metropolitan  area  sewerage  treatment  facility  and  to 
stop  the  dumping  of  untreated  waste  into  Boston  Harbor.    This  massive  task  facing 
the  MWRA  is  estimated  to  cost  between  $3.3  and  $4  billion  and  will  not  be  completed 
until  the  end  of  the  twentieth  century.  89    Federal  funding  for  such  projects  has 
dried  up,  and  the  cost  will  be  borne  directly  by  the  region's  water  consumers. 

The  Mayor's  Office  of  Capital  Planning  completed  an  open  space  plan  for  Boston 
in  1987.    The  major  policy  objectives  of  this  as  yet  unfunded  plan  were  as  follows: 

To  implement  a  management  plan  for  the  Park  and  Recreation  Department. 

To  enhance  park  and  recreation  facilities  and  develop  a  workable  maintenance 
plan. 

To  expand  use  of  open  space  for  athletic,  cultural  and  environmental 
programming. 

To  expand  opportunities  for  open  space  users  to  take  part  in  planning, 
acquisition,  design,  and  management  of  open  space. 

To  protect  existing  open  space  and  create  new  open  space  with  zoning 
mechanisms  and  neighborhood  based  planning. 

To  support  design  and  environmental  open  space  standards  for  new  developments 
in  the  City  of  Boston. 

To  improve  access  to  open  space  by  removing  physical,  visual,  and 
psychological  barriers. 


88"Commonwealth:  A  Report  from  the  Office  of  Lt.  Governor  Evelyn  F.  Murphy" 
(Boston:  Commonwealth  of  Massachusetts,  1988). 

89John  Avault,  "Boston's  Growth  Economy  and  the  Megaprojects  Dimension," 
(Boston:  Boston  Redevelopment  Authority,  1987). 
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3for  infrastructure?  Should  separate  authorities, 

commissions,  or  private  agencies  build  and  maintain  infrastructure? 

Who  should  pay  for  necessary  infrastructure  improvements? 

Can  new  technology  be  used  to  develop  an  improved  transportation  network  and 
infrastructure? 

What  is  the  proper  role  of  the  Federal  Government,  the  States,  and  cities  in 
protecting  the  environment  and  safeguarding  open  space? 


90Mayor's  Office  of  Capital  Planning,  Mary  Nee  Director,    Boston's  Ooen 
Space:  An  Urban  Open  Space  Plan  Volume  One    (Boston:  City  of  Boston,  1987),  9-19. 
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Chapter  Five:  Forging  New  Partnerships:  Financing  Urban  Development 


In  an  economy  where  the  municipalities  and  states  look  to  the  Federal 
Government  and  the  general  public  for  financial  resources,  taxpayers  and   private 
investors  are  the  ultimate  source  of  funds.    The  diminished  availability  of  such 
funds,  particularly  from  the  Federal  Government,  has  had  a  severe  impact  on  the 
ability  of  local  governments  to  meet  public  needs.  Such  basic  needs  as  adequate 
housing  and  infrastructure    have  suffered  much  neglect  in  the  1980s.    One  element 
in    rectifying  this  neglect  is  renewed  Federal  willingness  and  ability  to  attract 
and  raise  funds  which  will  be  directed  to  meeting  the  nation's  redevelopment. 

However,  public  policy  concerns  for  financing  are  not  limited  to  issues  of 
public  finance.    Private  development  is  an  essential  life  function  of  a  healthy 
economy  as  that  economy  grows  and  adapts  to  social  and  technical  change.    Private 
development  that  meets  public  needs,  such  as  housing  and  jobs,  has  been  a  special 
target  of  public  programs.    A  changing  financial  environment,  dominated  by    new 
economic    and  fiscal  policies,  is  requiring  local  policy  makers  to  devise  new 
solutions. 

Finance  needs  and  efforts  to  meet  these  needs  occur  on  three  broad  levels:  1) 
general  availability  of  funds  for  local  investment,  2)  favorable  terms  for  private 
projects  conferring  special  public  benefits,  and  3)  public  finance  of 
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infrastructure.      Although   these   three   levels   are   neither   mutually   exclusive   nor 
collectively   exhaustive,   they   help   illustrate   the   variety   of  challenges   facing 
private   developers   and  public   officials   alike. 

The   public   benefits   most  frequently  sought  from   private   development  are  jobs 
and   housing.      New  federal  tax  rules  limiting   the   extent  of  tax  advantaged  "private 
purpose"   bonds   have   diminished   the   power  of  these   instruments   to   marshal   funds   and 
reduce   capital  costs   for  targeted   projects.      Reduced   federal   roles   in  direct 
expenditures   and   tax   expenditure   subsidies   to   produce   affordable   housing   have   left 
another   gap   to   be   filled   by   state,   local,   and   private   leadership.      The   public- 
private   partnership   is   one   resource   that   is   being   asked   to   work   harder   to   fill   this 
vacuum.      Local  tax  incentives   are   another  set  of  tools   being   reevaluated,   not  only 
because   of  their  questionable   effectiveness,   but  also   because   tax   caps   have 
sometimes   reduced  their  value   to   developers   while   increasing   their  cost   to   local 
budget  officials.      Impact  fees   such   as   Boston's   housing   linkage   program   provide   a 
flexible   housing   subsidy   pool   in  a  tax  cap   environment,   as   do   inclusionary 
requirements   for   "affordable"   housing   in   city-aided   market   rate   residential 
projects. 

Public   infrastructure   financing   also   has   required   new  approaches.      The 
reduction   of  federal   tax   rates   has   diminished   the   financial   advantage   to   investors 
of   tax   exempt   public   purpose   bonds,   and   consequently   diminished   the   degree   to    which 
the   cost   of  capital   is   lowered   for   bond   issuers.      Infrastructure   investment   is 
closely   linked   to   private   development   investment.      A    National   League   of   Cities 
survey   found   that   the   tools   most   used   by   cities    to   encourage   economic   development 
were    tax   exempt   bonds   and   infrastructure   improvements.91      Tax   Increment   Financing 


91Ann  O.Bowman,  Tools  and  Targets  (Washington,  D.C.:  National  League  of 
Cities,  1987). 
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districts   (TIFs)   are   being   reexamined   in   Massachusetts   and   elsewhere   for   their 
ability   to   pay   for   the   infrastructure   needed  to  encourage   development,   while 
betterment  levies,   special  assessment  districts,   and   impact  fees   receive   attention 
as   means   to   borrow  from   the   financial  strength  of  private   development   to  support 
public   improvements. 

Competition   in   marketing   cities   and   regions   to   developers   and   financiers   as 
investment  opportunities   is   an  old  and   widely  practiced  game,   but   its   rules   are 
changing   and   the   playing   field   broadening.      New   sources   of  funds   are   being   sought 
so   that   the   size   as   well  as   the   allocation  of  development  finance   pools   is   at 
stake.      Two   emerging   sources   of  development   finance   of  particular   interest  are   the 
foreign   investor   and   the   domestic   pension   fund. 

The   growing    presence   of.  foreign   investors   in   U.S.   capital   markets   has   been 
attributed   to   both      the   shrinking   of  the   globe   by   advances   in   communication   and 
transportation   technology,      and   to   the   shrinking   of  the   dollar   by   twin   deficits    in 
the   balance   of  trade   and   the   federal   budget.      Japan   is   widely   perceived   as   an 
emerging   leader   in   the   circle   of  international   investors,   and   so   it   has   been   widely 
courted  as   a  developer   or   financial   partner.      Foreign   investments   are   generally 
characterized   by   deliberation   and   concentration,   as   cautious   and   patient   investors 
seek  secure   and   familiar  opportunities   with  "brand   name"   reputations. 

The   concentration   of  foreign   real   estate   investment   is   demonstrated   in   a    1987 
survey   by   the   Coldwell   Banker   Co.   of  commercial   realty   investment.      The   survey 
concluded   that   "total   foreign   investment   in   the   United   States   of  developed   real 
estate    today   is   estimated   to    be   only   $25    to   $30    billion   or    between    1    percent   to   2 
percent   of   the   total   value   of  all   such   property   in   the   United   States."92      But 


92James  B.  O'Brien,  "Foreign  Investment  Survey  Highlights,"  in  Boston  Real 
Estate  Review  (Coldwell  Banker  Co.,  1987). 
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"international   ownership   accounts   for    13.5   percent  of  the   total   office   space   in   the 
top    15   United  States   downtown   office   markets.      It  is   highly  concentrated   in   a 
limited  number  of  cities."      The  survey  found   that  in  Los  Angeles   and  Houston,   46 
percent  and  39   percent  respectively  of  downtown  office  space   was   internationally 
owned.      In  Boston  international  ownership  was   10  percent.      Canada,   Japan,   the 
United  Kingdom,   West  Germany,   and  the   Netherlands   were   the   major  countries   of 
ownership   for  large   internationally  owned  office   towers.      "Canadians   have   developed 
most  of  their  holdings   whereas   the  Japanese   have   purchased  existing   buildings." 

The   deliberation  of  international   investors,   particularly   the   Japanese,   is 
reflected   in  close   attention   to  details   of  financial  analysis   over  long   projection 
periods.      Institutional  quality  investments   with  low  risk,   prime   location,   reliable 
cash   flow,   and  established   reputation   seem   to   be   preferred. 

These   attributes  of  concentration   and   deliberation      require   dedicated 
perseverance  on   the   part  of  developers   and  officials   seeking   international 
financial   partners,   but   they  also   hold   the   promise   of  substantial   and   enduring 
benefits   if  new  capital   resources  can   be   achieved   and   used   to   support  desired 
development  opportunities.      Boston's   perseverance   in   this   respect   is   demonstrated 
by   the    1986   trip   to   Japan   led   by   Mayor   Raymond   Flynn   and   including   private 
developers   and   investors   as   well  as   city  and   Redevelopment   Authority   officials. 

America's   public   and   corporate   employee   pension   funds   manage   some   $3    trillion 
in   assets.      Although   fund   managers   are   guided   by   the   principles   of   prudent 
stewardship   to   invest   in   low   risk   institutional   quality   assets,    even    traditional 
conservative    management   may   find   appropriate    investments    that   provide    liquidity    to 
development   and   real   estate   markets.      The   nation's   biggest   pension   fund,    the   $60 
billion   Teachers    Insurance   Annuity   Association    -    College    Retirement   Equities   Fund 
(TIAA-CREF)   is   one   example.      At   the   end   of   last   year   TIAA,    the    fixed   investment 
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fund,   owned   $1.9   billion   in   real   estate,   and   $15.1    billion   in   mortgages,   as   well  as 
$15.2   billion   in   corporate   bonds.93 

Some  city  and  state  pension  funds  are  broadening  the  concept  of  "prudent"  to 
include  mortgages,  construction  loans,  and  other  projects  that  achieve  particular 
social  benefits,  especially  expansion  of  housing  supply.    Although  such  experiments 
may  be  criticized  from  one  side  as  being  too  generous  in  discounting  risk  and  from 
another  side  as  being  too  greedy  in  requiring  market  rate  earnings,  they  can  play 
an  important  and  strategic  role  in  complementing  other  financial  resources. 

Since  1981  New  York  City  employee  pension  funds  have  invested  $300  million  in 
low-  and  moderate-income  housing.    This  represents  about  one  percent  of  total  fund 
assets.  These  investments  have  yielded  annual  returns  in  the  11  percent  to  13 
percent  range,  comparable  to  conventional  alternatives.    Subsidized  loans  carrying 
just  1  percent  interest  rates  are  added  to  this  fund  to  produce  a  blended  rate  of  5 
percent  to  7  percent.    Projects  are  picked  and  managed  by  the  Community 
Preservation  Corporation,  a  city-private  joint  venture.    In  addition,  New  York 
pension  funds  have  also  provided  $200  million  in  mortgages  to  city  homeowners, 
again  at  market  rates.    The  result  is  about  10,000  dwelling  units  rebuilt  or 
financed.94 

The  Massachusetts  state  pension  board  is  investing  $50  million  in  affordable 
housing.    The  Charlestown  neighborhood  of  Boston  contains  one  83  unit  project  in 
this  program,  with  10  of  the  units  reserved  for  low- income  residents. 

State  and  local  governments  have  devised  and  refined  a  number  of  techniques  to 
provide  financial  resources  to  private  projects  that  further  policy  objectives  such 


93L.J.  Davis,  "$60  Billion  in  the  Balance,"  The  New  York  Times  Magazine. 
March  27,  1988. 

94The  Wall  Street  Journal.  May  4,  1988. 
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as   adequate   housing   and   employment.      Adapting   these   techniques   to   changing   economic 
and   financial   environments   has   been   complicated   by   the   impacts   of  the    1986   federal 
Tax   Reform  Act.      The   use   of  tax  exempt  bonds   has   been  sharply   restricted.      Taxable 
issues   are  on   the   rise,   but  they   may  not  be   capable   of  filling   the   gap.      Public- 
private   partnerships   are   applying   great  energy   and   imagination   in   devising   complex 
financial  packages   with  many  components.      The  subsidy   that  might   be   provided   by 
local  tax  incentives   is  increasingly  limited  by  local  tax  caps.      Impact  fees,, 
"linkage",   and   inclusionary   housing   requirements   are   evolving   as   methods   to   balance 
housing,   social,   and   infrastructure   needs   with   the   strengths   of  more   prosperous 
development  sectors. 

The    1986   Tax   Reform   Act  has   restricted   the   use   of  tax   exempt   bonds   that   wer« 
widely   used   for   housing   and   industrial   development.      State   volume   limits   of  $50   per 
capita  seemed   to   place   an   effective   limit  on   "private -activity"   bonds,   but  other 
eligibility   requirements   have   created   much   stricter   limits.      New   issues   of   long- 
term   multi-family   housing   bonds   fell   from   $20.2    billion   in    1985    to   $2.8    billion   in 
1987.      Industrial   development   bonds   dropped   from   $5.8    billion   to   $1.8    billion   over 
these   same   two   years.      Taxable   bonds   can   make   up   for  some   of  this   shortfall, 
although   at  a  cost  of  2   to   3   percentage   points   in   higher   interest.      The 
Massachusetts   Industrial   Finance   Agency   (MIFA)   has   increased   its   reliance   on 
taxable   issues   from   a   base   of  zero   in    1985    to   20   percent   in    1986   and   75    percent   in 
1987.      One   of   these    1987    issues   was   a  $5.8    million    taxable    bond   to   finance   the 
first   building   at   the   Massachusetts    Biotechnology   Park    in   Worcester.      A   state 
pension   fund   purchased   the    bond.      MIFA    has   also   secured   credit   enhancements    from 
international    financial    markets.95 


95National  Journal.  January  23,  1988. 
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Tax   Increment   Financing   (TIF)   is   another   tool   that   has   relied   on   the   authority 
to   issue   tax   exempt   bonds,   and   it   too   is   feeling   the   effects   of   restrictions 
contained   in   the    1986   Tax   Reform   Act.      With  TIF,   a   taxing   jurisdiction   may   raise 
capital   to   pay  for  infrastructure,   site   acquisition  and  clearance,   or  other 
authorized  expenses   that  facilitate   a  private   development.      The   bonds   are   then   paid 
off  with   the   "increment"  of  new   taxes   flowing   from   the  completed  project. 
Limitations   on   the   use   of  such   bonds   to   benefit  private   parties   weakens   some   TIF 
project   packages   so   that   the   project   may   no   longer  be   viable. 

Public-private   partnerships   are   proving   effective    in   some   cities   as   catalysts 
for   myriad   financial   tools   and   resources   that   might   remain   inadequate   and 
ineffective   without   the   organization   and   energy   that   the   partnerships   provide.      The 
Boston   Housing   Partnership   is   an   example   of   the   role   that   these   enterprises   can 
play   in   cementing   disparate   elements   into   a   firm   foundation   for   the   creation   of 
affordable   housing.      Initiated   in    1983,   the   Boston   Housing   Partnership   is   a 
nonprofit   corporation   whose   members   include   the   city   of   Boston,    major   Boston   banks 
and   insurance   companies,   the   Commonwealth   of  Massachusetts,   and   local   community 
development   and   housing   organizations.      The   Community   Development   Corporations 
(CDCs)   are   central   to   its   work.      Its   first   program,   BHP-I,   helped   local      CDCs 
rehabilitate   711    units   of  deteriorated   multi-family   housing. 

The   financial   package   for   BHP-I   included   $35    million   from   federal,    state,    and 
local    government   sources;    banks;    private   corporations;    foundations;    and   equity 
syndications    of   individual    investors.      Local    banks,    the   city,    and    the    Massachusetts 
Housing   Finance   Agency   (MHFA)    provided   $17.8    million   in   construction   loans.      The 
city   also   arranged   a   $4.5    million   short-term   loan   of   Community   Development   Block 
Grant   (CDBG)    funds    already   committed   to    later    uses.      The   State   Street    Bank    provided 
a  $4.5    million   letter   of  credit   to   assure    the   timely   repayment   of   the   CDBG    loan. 
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MHFA   provided   some   low   interest   permanent   money   through   the   sale   of   tax-exempt 
bonds.      The   Federal   National  Mortgage   Association  (FNMA)   provided   more   mortgage 
funds   as   well   as   a  credit  enhancing   guarantee  against  default.      Equity  was   provided 
through  pooled   partnership   syndication,   giving   investors   tax   benefits   with   managed 
risk  and   low  transaction  expenses.   Working   capital  reserve   funds   totaling   $1.9 
million  came   from   the   Community   Development  Finance   Corporation,   the   Local 
Initiatives   Support  Corporation,   and   the   Ford   Foundation.      The   Community 
Development   Corporations   identified   buildings,   obtained   site   control,    managed 
rehabilitation,   selected   tenants,   and   maintains   ownership   of   the   properties.96 

The  Boston  Housing  Partnership  is  now  preparing  for  BHP-V.  Although  some  of 
the  tools  used  for  BHP-I,  such  as  equity  syndication,  are  no  longer  as  effective 
due  to  changes  such  as  restrictions  of  passive  loss  tax  benefits,  the  Partnership's 
principal  resources  -  energy  and  imagination  -  are  now  enhanced  by  experience. 

Local  tax  incentives  have  a  long  history  of  use  as  subsidy  tools  for  local 
communities  competing  for  job  sources  or  encouraging  housing  production.    These 
programs  no  longer  provide  an  effective  option  for  targeting  benefits  to  selected 
projects  in  communities  affected  by  tax  containment  laws  such  as  California's 
"Proposition  13"  or  Massachusetts'  "Proposition  2  1/2".    Prior  to  the  advent  of  tax 
caps,  a  city  could  commit  a  tax  expenditure  to  a  desired  project  and  shift  the  cost 
of  this  tax  break  onto  other  taxpayers.    Restrictions  on  individual  or  aggregate 
tax  bills  may  prohibit  this  tax  burden  shifting  so  that  the  price  of  a  subsidy  must 
be  paid  from  funds  used  for  vital  public  services.    However,  variations  on  this 
subsidy  and  shift  technique  may  persist  in  policies  such  as  below-cost  wholesale 
rates  for  water,  sewer,  or  energy. 


96Beth  Weiksnar,  "The  Boston  Housing  Partnership,"  Urban  Land  (December  1987) 
and  The  Boston  Housing  Partnership  Newsletter  (November  1987). 
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Impact   fees   are   financing   housing   subsidy   pools   in   Boston   and   San   Francisco 
through   these   cities'   "linkage"   requirements.      Commercial   property   developers   must 
build  "affordable"   housing   or  contribute   to   a  fund  for  housing   creation   to   offset 
the   increased  demand  pressures   on  housing  stocks  caused  by  employment  in   new 
developments.      As   of  January    1988,   32   major  development  projects   had  committed  over 
$45   million   to   Boston's   housing   linkage   fund.97 

"Inclusionary"  programs  can  act  as  a  counterpart  to  housing  linkage 
requirements  in  strong  residential  development  markets.    By  requiring  that  luxury 
or  market  rate  housing  developers  build  a  proportionate  number  of  subsidized  units, 
policy  goals  of  economically  integrated  neighborhoods  and  expanded  low-  and 
moderate -income  housing  supplies  can  be  achieved  with  funds  diverted  from 
developers'  profits  or  from  demand  markets  for  market  rate  units.  Boston  has 
imposed  inclusionary    requirements  on  residential  development  on  city  owned  land. 
In  this  case  the  negotiated  price  of  the  land  may  include  an  additional  subsidy  in 
the  form  of  opportunity  cost  to  the  city  treasury. 

Some  questions  for  consideration  follow. 

What  are  the  long  range  consequences  of  foreign  based  investments  in  American 
markets? 

Can  or  should  limits  be  placed  on  competitive  investment  incentives  offered  by 
American  localities  to  foreign  investors? 

Should  public  pensions  funds  use  a  portion  of  their  resources  to  accomplish 
social  goals  ? 

Are  government-sponsored  loan  insurance  or  guarantee  programs  effective  and 
appropriate  tools  to  direct  pension  fund  investments  to  targeted  areas? 


97"Building  Bridges  of  Opportunity,"  (Boston:  Boston  Redevelopment  Authority, 
1988). 
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Are   the   restrictions  on  tax  exempt  industrial  and   housing   bonds,   caused   by   the 
1986  Tax  Reform  Act,   consistent  with   the   intent  of  that  legislation? 

What  are  the  net  effects  of  the   1986  Tax  Reform  Act  on  domestic  savings  and 
investment  levels?      On  investment  composition? 

How  can   the   use  of  Tax  Increment  Financing   work  best  to   improve   market 
efficiencies?      How  should  public   and   private   purposes   be   distinguished? 

Are   there   principles   beyond  "rational   nexus"   and  competitive   pricing   to   guide 
the   fair  and   efficient   use   of  impact  fees  or  special  assessment  districts? 
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Chapter  Six:    Planning  Visions:  Past,  Present,  and  Future 


Boston  is  recognized  as  one  of  the  world's  great  cities,  combining  leadership  in 
medicine,  education,  music,  tourism,  architecture  and  computer  technology  with  a 
vital  mix  of  residents  and  visitors.    In  the  midst  of  one  of  the  largest 
expansionary  eras  in  its  history,  Boston  is  building  and  rebuilding  itself  at  an 
unprecedented  rate. 

Much  of  the  development  and  public  investment  has  followed  the  outlines  of  major 
planning  agendas  established  in  the  1960's  and  1970's  -  rebuilding  core 
neighborhoods,  creating  a  new  Faneuil  Hall  Market,  constructing  a  highrise 
financial  district  and  "High  Spine."    The  public  sector  has  undertaken  new  mass 
transit  and  highway  projects  -  the  Southwest  Corridor,  Central  Artery  Depression, 
and  Third  Harbor  Tunnel. 

It  is  increasingly  clear  that  the  growing  city  and  region  will  quickly  outpace 
even  these  past  visions.    It  is  essential  at  this  juncture  to  create  new  agendas, 
new  visions  of  the  future  to  ensure  a  quality  urban  environment  that  fulfills 
Boston's  promise.    Public  efforts  are  currently  underway  to  define  some  of  these 
future  goals.    The  Boston  Society  of  Architects  has  set  out  to  assist  and  encourage 
the  public  planning  process  and  create  a  separate  forum  for  discussion  removed  from 
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the   day   to   day   political   constraints   which   must  be   directly   accommodated   in   a 
public   process. 

The   Boston   Society  of  Architects   is   organizing   a  national   design   competition 
with   corporate   sponsorship   which   challenges   entrants   to   create   new   visions   for 
Boston's   future.      The   visions   may   take   many   forms,   but   will  respond   to   a  list  of 
challenges.      These  challenges   have   been   developed  as   the   preliminary   phase   of  the 
project,   called   an   "Agenda  for  the   Future"   and   funded  by   the   National   Endowment 
the   Arts.      Modelled   after   a  similar   and   highly   successful   program   for   Philadelphia, 
the   competition   will  create   the   basis   for   widespread   discussion,   debate   and   review. 
These   visions   in   turn   will   be   the   catalyst  for   imaginative   and   positive   debate   and 
discussion  about  opportunities   for   the   future. 

By   sponsoring   a   national   design   competition,    the   Boston   Society   of   Architects 

will   stimulate   visionary   perspectives   about   Boston's   future.      By   disseminating    the 

premium   products   of  the   competition   through   widespread   media   exposure   to   local   anc 

national   audiences,   the   competition   will   influence   the   growth   of   the   Boston 

metropolitan   area. 

The   competition   will: 

Underline   the   need   for   open   and   comprehensive   planning   for   Boston's 
physical    future. 

Offer   creative   solutions   to   Boston's   most   difficult   urban    problems. 

Clarify    the    numerous   sociological,    political   and   economic    pressures    in    the 
marketplace    that   are   forming    the   basis    for   future   decisions   about   the   city, 

Enhance    national   and   local   familiarity   and   appreciation   of   Boston   as    a 
dynamic   cultural   and   business   center. 

Create   a   broader   understanding    of   the    importance   of   public    urban   spaces   ; 
a   civic   culture. 

Contribute    to    the   ongoing    national   and   international   debate    about   the 
future   of   the   city    in   general. 
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Heighten   awareness   of   the   opportunities   for   special   urban   environments. 

Create   expectations   for  excellence   and   imagination   which  can   be   achieved   in 
building   the   future   Boston. 

Address   the   numerous  social,   political,   and  economic   pressures   influencing 
future   patterns  of  change. 

The   course  of  Boston's  evolution  has   been   influenced   to  a  great  extent  by  the 
plans   which   began  as   insights   or  dreams  or  entrepreneurial   endeavors.      Many   bold 
ventures   have   been  proposed  to  stimulate  discussion  and  shape   the   physical 
character  of  the   Boston   we   know   today. 

As   an   example   of  successful   visions,   perhaps   the   largest  single   effort   to 
initiate   change   is   evidenced   in   the   creation   of   the   Back   Bay   neighborhood   which 
existed   as   only   an   idea  at   the   beginning   of   the    19th   century.      During   this   same 
time,   the   Public   Gardens   became   a  reality  due   to   the   effort  of  a   group   of 
insightful   individuals.      And   today's   Metropolitan   District   Commission   resulted   from 
the   recognition   of  a   need   for   regional   authorities   to   oversee   the   diverse   resources 
of  the   Commonwealth   as   they   relate   to   the   cities   they   serve. 

The    1987    Boston   Visions   program   has   two   remarkably   similar   precedents.      In    1909, 
a  group   of  prominent   Bostonians   announced  a  "Boston    1915"   movement.      Its   purpose 
was   in   part   to   consolidate   the   efforts   of   1,650   civic,   recreational,   educational, 
health,    labor   and   charitable   organizations   in   order   to   develop   a   comprehensive 
physical   and   social    plan   for   the   city.      Their   goal   was   to    hold   a   world   exposition 
in   Boston   in    1915    with    the   city   itself   a   working   model   of      labor    relations   and 
inexpensive,    quality   housing   for   all.      For   these   individuals,   civic    improvements 
and   a   strong   business   climate   were    inextricably   linked. 

The    Boston   Society   of   Architects   also   prepared   a   complementary    visionary 
document   as    part   of   the    Boston    1915    movement,    but   both   efforts    remained   dormant   for 
half  a   century.    Again   in    1944,    the   Boston   Society   of   Architects,    along   with   Boston 
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University   and   other   institutions,   sponsored   a  "Boston   Contest"   which   drew   over   90 
entrants,    which   challenged   entrants   to   consider   exciting   futures   for   the   city, 
stirring   debate   before   the   post-war  development  and  significant  physical  changes 
that  altered  the   character  of  Boston. 

Boston   Visions   will  continue   this   tradition,   and   encourage   Boston's   citizens   and 
leaders   to   think  in   civic   terms,   to   recognize   and  discuss,  current  problems   and   to 
make   plans   for  the   future   of  a  desirable   city  and  promote   an  enthusiastic   image   of 
our   urban  environment. 

The   Boston  Society  of  Architects'   Visions   Project   focus   is   once   again   on   the 
future   physical   character  of  our   urban   environment   -   our  ability   to   create   an 
integrated   regional   environment   that   celebrates   downtown   and   neighborhood   and 
provides   a  "liveable"   environment   for   all   its   citizens.      The   purpose   is   threefold: 
to   educate,   to  stimulate   public   discussion   and   to   be   the   "program"   for   the   Design 
Competition. 

The   first  step   in   the   process   was   the   assembly   and   review   of   the   many   planning 
documents,   current  projects,   and  planning   initiatives   underway   in   the   Boston  area. 
Individual   interviews   have   supplemented   a  series   of  workshops   where   the   thoughts 
and   reactions   of  dozens   of  community   leaders   were   solicited   and   discussed.      The 
agenda  establishes   a  series   of  specific   urban   design   goals.      In   addition,   a  series 
of  specific   opportunities   for   positive   change   are   identified. 

Not   only   will   the   Agenda   become   the   basis   for   the   competition   "program"   or 
challenge,    but   will   serve   the   Boston   community   as   a   new   source   of   ideas   and 
information,    and   represent   an   important   contribution    by    the   BSA    to    the   community. 

A    major   goal   of  the   current   competition    is    to   insure    that   the   overall    project   is 
addressed    to    the   community   at   large,    not   simply   the   design   community.      To   achieve 
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this   goal,   an   active   community   participation   component   has   been   planned   as   an 
integral   part  of  the   competition   process. 

A   parallel  design  competition   program   for  Boston  area  school  children  has   been 
established  called   Kids'   Visions.      Sponsored  in  part  by  Channel   7   (WNEV-TV),   this 
program  will  challenge   children   between   the  ages   of   8   and    12   to   think  creatively 
about  the   future   form   of  their  communities.      Involved   in  this   project  are   the 
Boston,   Cambridge,   Somerville,   Newton  and   Quincy  public  school  systems. 
Approximately    1,000   school   children   are   expected   to   be   active   participants   in   the 
program. 

By   fostering   imaginative   participation   by   school   children,    Kids'    Visions   will 
provide  an   important   educational   experience   about  community   planning   and   design,   as 
well   as   drawing   the   attention  of  the   adult   members   of  the   Boston  community. 
Participation   in   the   competition   will  be   introduced   to   the  school   children   as   part 
of  special   curriculum   programs.      A  jury   will   be   collected   to   review   the  entrants, 
and   the   most  imaginative   entries  acknowledged   publicly,   in   November  of    1988.      The 
results   of  the   Kids'   Visions   competition   will   be   exhibited   along   with   the   results 
of  the  adult  competition,   and   traveling   exhibits   with   both   the   adult  and  children 
entries   will   be   prepared   for   tours   through   the   participating   schools.      A   special 
focus   of   the   project   will   be   television   programming;   Channel   7   has   agreed   to   be   an 
active   participant   of  the   Kids'    Visions   project.      In   addition,   an   exhibit   is 
planned   at   the   Children's   Museum. 
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Chapter  Seven:   New   Players   in   Urban   Development   Minority   and 

Community  Participation 


American  cities  have  entered  a  new  era  in  our  nations  history.    Investment  in 
commercial  real  estate  is  climbing,  but  so  is  poverty.    To  worsen  matters,  the 
critical  human  service  needs  of  urban  Americans  have  lost  their  place  on  the 
national  political  agenda.    Urban  oriented  programs  like  the  Community  Development 
Block  Grant,  general  revenue  sharing,  maternal  and  child  health  care,  job  training 
and  numerous  others  are  shrinking  or  have  disappeared  altogether.    The  Federal 
Government  has  left  the  needs  of  the  nations'  urban  population,  and  especially 
urban  citizens  in  poverty,  to  be  met  by  the  workings  of  the  private  economy  and  the 
actions  of  those  few  state  and  local  governments  with  the  imagination,  will,  and 
ability  to  try  to  fill  the  shoes  of  the  Federal  Government. 

For  many  years,  Boston  had  a  "no- growth"  economy  as  manufacturing  declined. 
This  economy  lacked  the  power  to  improve  the  conditions  of  the  city's  poorest 
residents.    Since  its  transformation  into  a  thriving  service  economy,  Boston  has 
experienced  rapid  growth,  with  over  $7  billion  of  investment  over  the  last  nine 
years.    This  figure  includes  over  $3  billion  in  downtown  projects  since  mid- 1984, 
followed  by  employment  growth  in  the  financial,  insurance,  educational,  medical 
business  and  professional  sectors.    Yet  the  vast  majority  of  these  jobs  and    other 
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economic   benefits,   have   not   reached   the   city's   low   and   moderate   income   residents, 

especially   its   non-white   residents. 

An  analysis   of  federal,   state,   municipal,   and  private      data  reveal      the 

following   conditions   affecting   the   non-white   residents   of  Boston: 

o      Low   rates   of  employment  in  downtown   Boston 

o      Lower  median  income  and  wages 

o      Higher  unemployment   rate 

o      Low   participation   in   the   growth   economy   in   proportion   to   population   share, 
particularly   in   the   business   sector 

o      Limited   evidence   of  non-white   equity   participation   in    the   development   economy 

It   became   clear   to   city  development  agencies   that   there   was   an   under- 
representation   of  non-white   developers   in   large   commercial   real   estate   projects   in 
downtown   Boston.      Although   these   companies   have   had   success   in   development   projects 
within   their   communities,    they   have   been   less   successful   in   breaking   into   the 
downtown   development   area.      The   exclusion   of  non- white   developers   from   these 
projects   restricted   the   number   and   diversity   of  market   participants,    and   thereby, 
affected   the   quality  of  development   in   Boston. 

In   the   past   four   years,   new   programs   and   policies   designed   to   increase 
minorities'   access   to   economic   opportunity   have   emerged.      These   include   the 
minority   business   in   the   Parcel   to   Parcel   Linkage   program,    the   selection    preference 
given   to    Minority   Business   Enterprises   (MBE),    Community   Development   Corporations 
(CDC),    and   non- profits    in   developers   guidelines,   and    the    housing   creation   under   the 
linkage    program.      These   programs   have   supplemented   and   expanded   programs    which 
provided   construction   and   contract   set   asides   for   MBEs    by   providing    the   opportunity 
to    participate    as   equity    partners    in   large    development   deals.      They    include: 
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o      Parcel   to   Parcel   Linkage.      This   program   requires   equity   participation   of   non- 
white   developers   in   large   scale   developments   consisting   of   the   linkage   of  a 
publicly-owned  downtown  site   and  a  publicly-owned   neighborhood  site.      The   first 
parcel   to   parcel  linkage   project  required  at  least   30   percent  minority   equity 
participation. 

o      Selection   preference   for   MBEs.    CDCs   and   non-profit   developers.      Developer's   kits: 
contains   an  explicit  preference   for  these   groups   or  joint   ventures   with   them. 

o      A   Mavoral   Executive   Order   entitled,   "Encouraging   Minority   Business   Enterprises", 
designed   to   ensure   minority   participation   in   the   city's   contracting   process.      It 
requires   that  a  minimum  of  ten   percent  of  the   value   of  all   construction   goods 
and  services   procured   by   the   city  each   fiscal   year   be   set   aside   for   MBEs. 

o      The   Boston   Residents   Jobs   Policy,    which   requires    that   a  minimum   of  25    percent 
the   total  employment  man-hours   on  construction   projects   funded   by   the   city   be 
set  aside   for   minorities. 

o      The   Boston   Employment   Commission   was   established   to   encourage   and   foster   the 
progress   of  Boston   residents   in  securing   construction  jobs   and   permanent 
employment   in   the  downtown. 

o      Minority   Business   Development,    an   Executive   Order   which   requires   that   any 
executive   office,   agency,   department,   board   or  commission   award   at   least   ten 
percent  of  the   total   value   of  construction   projects,   and   at   least   five   percent 
of  the   total   value   of  other   contracts   and   supplies,    disbursed    by   it   each   fiscal 
year   go   to   MBEs. 
As   more   development   has   occurred   in    neighborhoods, the    phenomenon   of   community 

participation    has   assumed   a   greater   role    in   the   development    review    process. 

Historically,      citizen   participation    requirements    functioned    to   give    residents    a 

voice   and   some   measure   of  control   over  "outsiders"   who   sought   to   develop   in   their 
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neighborhoods.      In   recent   years,   the   rise   in   opportunities   for   non-white   developers 
has   made   it   more   difficult  for  "outside"   developers   to  compete   as   successfully   for 
projects   on  local   public   land.      Today,   many  of  the   developers   live   or  work   in  the 
communities   in.  which  they  build,   and  have   an  interest  in  ensuring   that  development 
benefits   both  developer  and  community.      There  appears   to   be  some   merit  to   the 
assumption   that  community- based  developers   are   more   responsive   to  community   needs 
and   problems. 

In   the   past   few   years,    the   voice   of  community   participation   has   been 
strengthened   by   inclusion   in   development   guidelines   and   in   the   development   review 
process.      Over   the   past   two   years,   Neighborhood   Councils   have   been   established   in 
seven   Boston   neighborhoods.      While   advisory   in   nature,    they   play   a  significant   role 
in   determining   which   projects   can   go   forward   in   their   respective   communities. 
Development   review  and  an   advisory   role   are   not  enough,   however;   shared   decision- 
making  in   property   disposition   is   also   a  community   goal. 

Some   questions   for   discussion   at   the   Round  table   could   include   the   following. 

How  effective   are   public -private   partnerships   in   development? 

What   has   been   the   experience   of  developers   with   community   based   planning   such  as 
the   Chinatown   Master   Plan   and   Roxbury   Interim   Planning   Overlay   District   (IPOD)? 

What   tensions   arise  when   non-profit   organizations   and   minority   for-profit   firms 
compete   for   the   same   development   opportunities? 

What   is    the   appropriate   scope   of  citizen   participation   in   the   era   of  community- 
based   development? 

How    representative    are   community   advocates    with    respect    to    the    review    process? 

What   is    the   appropriate    role   of   community   review    in    public    land   disposition?    How 
can    we    establish   appropriate   checks   and    balances   to   ensure   community    input   without 
jeopardizing    project   feasibility? 
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Is   there   a   tension   between   the   affordable   housing   crisis   and   the   economic   and 
market   forces   that  determine   project   feasibility? 
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